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UNITED STATES OF AMERICA 


DEPARTMENT OF DEFENSE APPROPRIATIONS FOR 
1957 


THurspay, Frsruary 16, 1956. 
OFFICE OF THE SECRETARY OF DEFENSE 
SALARIES AND ExpENses, OFFICE OF THE SECRETARY OF DEFENSE 


WITNESSES 


J. R. LOFTIS, DIRECTOR, OFFICE OF ADMINISTRATIVE SERVICES 

J. A. WYLIE, DIRECTOR, BUDGET AND FINANCE DIVISION 

LT. GEN. SAMUEL E. ANDERSON, DIRECTOR, WEAPONS SYSTEMS 
EVALUATION GROUP 


Mr. Manon. The committee will come to order. We will resume 
our hearing. 

We have for consideration first this morning the item for salaries 
and expenses, Office of the Secretary of Defense. We are pleased to 
have with us Mr. Loftis, the Director of the Office of Administrative 
Services; Mr. Wylie, the Director of the Budget and Finance Divi- 
sion; and Lt. Gen. Samuel E. Anderson, the Director of the Weapons 
Systems Evaluation Group. 

Will you proceed, Mr. Loftis. 


GENERAL STATEMENT 


Mr. Lortis. Yes, sir. 

Mr. Chairman and members of the committee, the budget estimate 
of $14.5 million includes $2.4 million for special contractual arrange- 
ments for weapons analysis and $12.1 million for the other activities 
of the Office of the Secretary of Defense. 

This latter amount, $12.1 million, is for civilian salaries and other 
necessary expenses, a decrease of $0.9 million in the funds estimated 
to be required for these purposes this year. These expenses are gen- 
erally leveling off at reduced rates established this year. 


REDUCED PERSONNEL REQUIREMENTS 


In spite of increased pressure to add more personnel to handle 
added duties and responsibilities, some reductions have been accom- 
plished. For example, the Assistant Secretary for Manpower, Per- 
sonnel, and Reserve has consolidated under single direction all the 
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separate aspects of his security responsibilities and is getting more 
effective results with fewer people. Similarly he consolidated a 
variety of related functions in the fields of civil-defense liaison and 
wartime readiness planning. Through this means and other adjust- 
ments, he has effected a net reduction of 22 persons, or 7 percent, and 
at the same time provided for new or increased responsibilities such 
as industrial personnel security review, reserve affairs, and visual 
presentation analysis. . 
Overall, the appropriation this year provided for 1,585 civilians 
and 571 military or a total of 2,156. This was 75 less than the number 
provided in fiscal year 1955. In reviewing our needs for personnel last 
summer it was felt that the personnel provided by the appropriation 
was inadequate and that somewhere in the neighborhood of 1,679 
civilians, 589 military, or a total of 2,268 would be more realistic. 
After reviewing this with the Secretary, new reduced targets were 
established to be achieved this year. The budget for the fiscal year 
1957 is based on the reduced personnel limitations established for this 
year. It provides for 1,321 civilians, 568 military, or a total of 1,889. 
We propose to continue this next year our efforts to find opportuni- 
ties for doing a better job with fewer people. Some additional em- . 
phasis will be placed on obtaining from time to time advice and as- . 
sistannce on especially complex or technical matters from outside 
experts, either as individuals or firms. There will be more physical 
audits in the field. The Secretary has recently approved a new state- 
ment of policy governing the preparation and implementation of 
Department of Defense policy issuances that has far-reachiing implica- . 
tions. It provides the framework for getting better policy directives . 
and for prompter and more effective implementation. Among other 
things, this new policy requires that there be more poe ‘al audit of . 
operations in the field checking on the effectiveness of established poli- 
cies and ascertaining the need for revisions to these policies. : 


CATALOGING PROGRAM 


One significant change affecting ow requirements for appropria- 
tions next year is that the cataloging program reaches an important 
milestone this fall with the completion of the development phase. 
We have always considered this phase of the effort as temporary ; that 
is, having a terminal date. Special procedures and priorities have been 
established to accelerate this work. Substantial sums have been in- 
vested and now, to preserve that investment and realize the advantages 
to be gained from the Federal catalog, it is necessary that we extend 
to the maintenance of the catalog similar special procedures and pri- 
orities. ‘The processing time element becomes even more critical in 
maintaining the catalog than in the developmental stage. 

For these reasons we started this past year planning the most 
effective organization and procedures for permanent maintenance of 
the catalog. Asa permanent operation, we believe these functions can 
best be carried out with a central group responsive to the needs of 
all the procurement services. Accordingly, it is planned to establish 
this central group as the combined responsibility of the three military 
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departments under the single direction of the Assistant Secretary of 
Defense for Supply and Logistics. 

The funds required for the central cataloging operation which 
have heretofore been provided in this appropriation will, for the 
fiscal year 1957, be included in the appropriation requests of the 
military departments. This year it is estimated that approximately 
$1.3 millions will be spent from the appropriation for “Salaries and 
expenses, OSD” for the central cataloging developmental operations. 
This item has been deleted from the appropriation request for 1957. 


SCIENTIFIC WEAPONS SYSTEMS EVALUATION 


Another significant factor affecting the requirements for appropria- 
tions this year is the $2.4 million needed in order to expand our 
facilities for scientific weapons systems evaluation. 

The Rockefeller Committee in its review of the Department of De- 
fense in the spring of 1953 reported that: 

In addition to the military members, this group (the Weapons Systems Eval- 
uation Group) should include a small staff of outstanding scientists and engi- 
neers to make studies of our present and future weapons systems and those of 
other countries, their relations to strategy and tactics, and their comparative 
effectiveness and cost. It would rely for a great part of its data on the studies 
prepared in the operations research and operations evaluation groups attached 
to the three military departments. At the same time the Weapons Systems 
Evaluation Group should be enabled to make use of the contract method to obtain 
operations research studies from outside the Government, as the three military 
departments now do. The Weapons Systems Evaluation Group should be at 
least as strong an organization as the operations research agencies now main- 
tained by contract by the three military departments. 

Since this report was made, steps have been taken to move in the 
direction recommended. The group was provided a small staff of 
approximately 20 of the most carefully selected scientists and engi- 
neers available. Authorization was granted for more than this num- 
ber, but the relatively few qualified operations research scientists avail- 
able and the great demand for their services by outside operations re- 
search or ganizations has prevented the Weapons Systems Evaluation 
Group from obtaining at any time its full authorized complement. 

As a result the group has not only made full use of the studies pre- 
pared by the operations research and operations evaluation groups 
attached to the three military departments, but has also frequently 

called on those groups for the loan of personnel for extended periods. 
Although this practice may be justified to meet an emergency, it is 
quite unsatisfactory as a continuing arrangement. 

Other steps taken since the Rockefeller Committee report was made 
include modest provisions for the Weapons Systems Evaluation Group 
to obtain operations research studies by contract. In fiscal year 1955 
this amounted to $25,000, and in 1956, $80,000. i 

In the fall of 1954 it became apparent that more needed to be done 
to improve both the timeliness and the quantity of studies by the group. 
The pace of new weapons development was outstripping the capa- 
bilities of this group to provide the Secretary of Defense and the 
Joint Chiefs of Staff with evaluations within the time when decisions 
had to be made. 
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This matter was given serious study by an outside scientific advisory 
group who recommended, among other things, that scientific analyses 
and evaluations required by the Weapons Systems Evaluation Group 
be obtained through contractual arrangements similar to those in 
effect for the Army’s Operations Research Office (ORO), the Navy’s 
Operations Evaluation Group (OEG) and the Air Force’s RAND. 
The advisory group recommended, also, that the scientific and engi- 
neering staff to be provided by the contractor should be of sufficient 
size to permit the Weapons Systems Evaluation Group to more ef- 
fectively carry out its mission. 

The recommendations of the advisory group were carefully con- 
sidered by the Joint Chiefs of Staff. With their endorsement and 
the endorsement of the Assistant Secretary for Research and Devel- 
opment, the Secretary of Defense approved the proposals. 

The plan calls for a contract with a group of colleges and univer- 
sities to provide the personnel, facilities, and materials required for 
surveys and analyses of the effectiveness of various weapons systems; 
evaluation of new equipment in the light of military requirements; 
evaluation and analyses of military problems to predict the opera- 
tional behavior of new material and equipment; development of new 
tactical doctrines to meet changing military requirements; studies and 
reports on the technical aspects of strategic planning; and analysis 
of actual combat reports, tactical and strategic plans, and field exer- 
cises in both the continental United States and elsewhere, with a 
view to determining how existing weapons and weapons systems 
could be more effectively employed. 

In order to move ahead as rapidly as possible, contract arrange- 
ments were completed in the fall of 1955 for the Massachusetts Insti- 
tute of Technology to establish the organization and proceed with 
the work pending the organization of a group of colleges and univer- 
sities to assume these responsibilities. With the selection of the man- 
aging director and the director of research, we are moving ahead 
rapidly with recruitment of the additional personnel required. Pres- 
ent rough estimates are that to do this job properly will require in 
the neighborhood of 100 professional employees. More precise esti- 
mates will be possible as specific projects are defined and task orders 
issued. 

The costs of weapons systems evaluation this year, in addition to 
those items chargeable to the appropriation for “Salaries and ex- 
penses, Office of Secretary of Defense” amounting to approximately 
$350,000, are estimated to amount to just under $1 million. This 
latter amount will be provided from the appropriation for contin- 
gencies. 
~ For the fiscal year 1957, it is estimated that $2.4 million will be 
required for the contract and $154,000 for the clerical, stenographic, 
and other necessary expenses incident to the military representation 
with the Weapons Ginedie Evaluation Group. 

Those are the major significant factors ~ the request for the 
fiscal year 1957—$2.4 million for augmentation of weapons systems 
evaluation and a reduction of $1.3 million due to completion of the 
development phase of cataloging. 
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SUMMARY 


In summary, the estimate of $14.5 million for the fiscal year 1957 
represents a reduction of approximately $1.3 million in the amount 
previously required for civilian personal services due largely to the 
transfer of the Central Cataloging Group; an increase of $45,100 for 
travel in order that more physical audits can be made in the field and 
an increase of $2.6 million for contractual arrangements, mainly to 
augment the Weapons Systems Evaluation Group. We believe the 
amounts requested are reasonable and necessary to carry out the re- 
sponsibilities assigned. 


PHYSICAL AUDITS 


Mr. Manon. Mr. Loftis, I wish you would tell us what you mean 
by “physical audits.” 

Mr. Lortis. Yes, sir. Physical audits as contemplated in the new 
policy statement Secretary Wilson has issued means that he wants the 
staff of the various Assistant Secretaries of Defense to make more 
inspections of operations out in the field to check on the effectiveness 
of the various policies and programs they have established and find 
out how the other end of the process works. Instead of just writing 
the policies and issuing them, he desires to find out whether we are 
achieving the effectiveness and the economies that were contemplated 
when those policy documents were prepared. It is an audit on man- 
agement efficiency. 


WEAPONS SYSTEMS 


Mr. Manon. As used in your statement here, what do you mean by 
“weapons systems” ? 

Mr. Lorris. Weapons systems is a whole family of weapons, such 
as your antiaircraft defense weapons systems. I should refer that 
question to General Anderson, who is more apprised of that. Is that 
nearly correct, General ? 

General Anprerson. Yes, very nearly correct. 

I think it would be a little more enlightening to say that we look 
at our system for defense of the continental United States, which 
includes antiaircraft, Nike—perhaps I should ask, sir, if I may speak 
off the record. 

Mr. Manon. Certainly. Anything you want off the record will be 
all right, but there is nothing secret about Nike. 

General Anpverson. And your acquisition radars, ground-control 
intercept radars, the computing machines for integrating the informa- 
tion which comes from the radars; plus your fighter aircraft, which are 
a part of your weapons system. ‘That would be one weapons system. 

Mr. Manion. Give us another example of a weapons system. 

General Anperson. Another very good example would be a carrier 
task force, which is made up of aircraft carriers, carrier aircraft, 
cruisers, antiaircraft on the carriers, the new missile cruisers, screening 
destoyers, and in some cases screening submarines. All of this to- 
gether, with a carrier task force, is also a weapons system. 

One of the types of work we do is to evaluate this entire system 
against the threat that might be brought against it, for instance, 
in the Mediterranean or in the North Atlantic, and evaluate its capa- 
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bility to carry out its assigned task. Maybe its assigned task in a 
limited war, such as the Korean war, would be to provide tactical 
support for the ground forces who are fighting in Korea. 

Another example, again citing a hypothetical limited war situa- 
tion, which was talked about some time ago, might be intervention. 
What actually could this weapons system do? How effective could it 
be in a situation like that? 

Mr. Manon. In evaluting a weapons system do you seek to evaluate 
the effectiveness of each segment of this system ? 

General Anprerson. You have to start with the components; yes, 
ee and evaluate the segments; but you must evaluate it as a whole 
also. 

Mr. Manon. It seems that this would be done by the Joint Chiefs of 
Staff. Do they not have responsibility in this field ? 

General ANprrson. Perhaps I should explain. We have two 
“bosses” really. We are under the administrative control and di- 
rection of the Assistant Secretary of Defense for Research and De- 
velopment, but we are also under the Joint Chiefs of Staff. About 
90 percent of our work is work for the Joint Chiefs of Staff. 

Mr. Manon. How do you determine the effectiveness of our weap- 
ons systems ? 

General Anperson. I would like to speak off the record. 

Mr. Manon. All right, sir. 

(Discussion off the record.) 

Mr. Manton. Do you have anything to do with the Sagebrush exer- 
cise ¢ 

General Anperson. No, sir. We are so small, Mr. Chairman, that 
we cannot cover the field as we should. That is what the various com- 
mittees pointed out, and is what we are trying to put ourselves in a 
position to do. 

There was a continental defense exercise in January. We have 
the job of evaluating the results of that exercise. So there we are 
getting into the operational field. 

Mr. Manon. You are requesting an increase of $2.2 million for 
weapons systems evaluation work ? 

General Anperson. Yes, sir. 

Mr. Manon. Is that approximately what everyone agrees ought 
to be done? 

General AnpersoN. At this time; yes, sir. In other words, I do 
not think we could effectively expand any faster than that in the com- 
ing year. We do not want to take on bodies just for the purpose of 
taking on bodies. If we cannot get the good people, the type of peo- 
ple we want, then we do not want to get any. I would say this: I 
do not think we could effectively use any more than that this year. 

Mr. Manon. How was this work carried on before you had a Weap- 
ons Board ¢ 

General Anprerson. Theré are many ways of answering that. I 
could say “ineffectively.” I could say “limited.” I think “limited” 
is the more ere word. 

We had 17 professional civilians, when I joined it in 1954 and 
we had on the books work directed by the Chiefs, which included 
6 items each one of which would take taken, I would estimate, 150 
man-months to complete. Some of those directives were as old as 
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2 or 3 years. The group simply had not had the physical capability 
to work on them, yet they were important things. 


THE KILLIAN COMMITTEE 


So after surveying the situation I first asked the Chiefs to relieve 
me of those directives. I did not like to be in charge of an outfit 
which had directives 3 years old on its books. They said: “No, we 
want this work done.” 

So then we went up and had a discussion with Dr. Quarles, then As- 
sistant Secretary of Defense for Research and Development, as to 
what could be done and what should be done. Dr. toa ‘les then 
asked Dr. James Killian to form an ad hoe committee and come down 
and survey the situation. Dr. Killian got together Dr. Keith Glennan, 
the president of Case Institute; Dr. Bright Wilson, chairman of the 
department of chemistry at Harvard; Dr. Detlev Bronk, president of 
the National Science Foundation ; and Mr. James Perkins, vice pres- 
ident of the Carnegie Corporation of New York. They came down 
and spent several days exhaustively looking at all the possibilities. 

Finally, as Mr. Loftis told you, they rec ommended the interim con- 
tract with Massachusetts Institute of Technology. We could then 
have the work done on contract. Since MIT did not think it had the 
capacity to do all the work required, Dr. Killian undertook to spear- 
head the formation of a corporation of universities which would un- 
dertake this work on contract. To date Cal Tech, Stanford, MIT, 
Case Institute and Tulane have indicated ae will join this corpora- 
tion to undertake this work on contract for the Department of Defense. 


JUSTIFICATION OF THE ESTIMATES 


Mr. Manon. We will place in the record appropriate parts of the 
justifications. The clerk will see that that is done. 
(The information is as follows :) 


Analysis of changes in fund requirements 


Funds appropriated, fiscal year 1956__.--...............-..._.__-_ $12, 250, 000 
mee: Coat ct civilian pay imesease...... ess ke ce 769, 000 
Total estimated funds, fiscal year 1956__.___._--____-_-______- 13, 019, 000 
Ns Ce CI i seers resirinentigs . —1, 383, 000 
Additional requirements, fiscal year 1957: 
Weapons systems evaluation augmentation________-__________ 2, 206, 400 
Engineering, research and management studies______________- 349, 400 
I I wien ese ueianpatineinaies 45, 100 
S7erereen Coens CTOenene..... 4. enn ee 67, 100 
Additional part-time scientific and engineering advisory per- 
re a ae ere medamereteapn 33, 900 
Extension of fiscal year 1956 employment to a full annual rate__ 100, 000 
Inventory replacement and other miscellaneous costs_________-_ 62, 100 
Total appropriation request, fiscal year 1957_..._..._-______ 14, 500, 000 


REDUCTION IN REQUIREMENTS, FISCAL YEAR 1957 


Cataloging development.—A reduction of $1,383,000 due to the completion of 
the development phase of cataloging and the reorganization of this operation 
as a joint effort of the three military departments under the direction of the 
Assistant Secretary (Supply and Logistics) for maintenance of the Federal 
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ADDITIONAL REQUIREMENTS, FISCAL YEAR 1957 


Weapons systems evaluation augmentation.—An increase of $2,206,400 over 
the amount provided for this purpose in fiscal year 1956 to expand and improve 
the capabilities for scientific analysis and evaluation of weapons and weapons 
systems. 

Engineering, research and manageme nt studies—To provide funds for studies 
by firms of management engineers and research organizations to assist in the 
development of improved management practices in the Office of the Secretary 
of Defense and for establishing criteria and standards for use in the military 
construction programs, time study data on procurement and production of end 
items, the preparation of production equipment directories, and special projects 
in the research and development field. 

Field inspections.—For the travel and per diem expenses of officials required 
to make more physical audits in the field to evaluate the effectiveness of De- 
partment of Defense policies, programs and business management. 

Deferred equipment replacement.—-To provide funds for the replacement of 
office equipment, including typewriters and other office machines, which has 
been deferred during the current year, and for the purchase of passenger motor 
vehicles to replace five 1949-50 models now in use. 

Additional part-time advisory personnel.—An increase of $33,900 to provide 
for the utilization of approximately 2144 man-years of part-time scientific and 
engineering consultants and experts to assist the Secretary and his staff par- 
ticularly in production, construction, medical, and engineering activities. 

Extension of fiscal year 1956 employment to a full annual rate.—Adjustments 
and shifts in emphasis in programs during the current year have resulted in 
deferred recruitment and delays in filling vacancies for a number of activities 
of the Office of the Secretary. To provide for these positions at a full annual 
rate in fiscal year 1957 necessitates an increase of approximately $100,000. 

Inventory replacement and other miscellaneous costs—An increase of $62,100 
to provide for the replacement of essential supply items and repairs and main- 
tenance expenses which have been deferred during the current year, for addi- 


tional superior accomplishment and incentive awards, and other administrative 
expenses 


Analysis of obligations by activity 


Activity Actual, 1955| "Estimate, | Estimate, 





1956 1957 
Office of the Secretary and Deputy Secretary. -._.---..-------- | $500, 644 $675, 700 $848, 600 
Assistant Secretary (Comptroller) . _.__- oa 1, 457, 925 1, 428, 500 1, 543, 700 
Assistant Secretary (Manpower, Personnel, ‘and Reserve). aia 1, 845, 235 1, 853, 400 1, 749, 7 
Assistant Secretary (Legislative and Public ET 3. = omtdunen 272, 604 274, 700 282, 100 


Assistant Secretary (International Security Affairs) ____-_- 591, 595 522, 000 529, 800 


Assistant Secretary (Properties and Installations) --.-....----- | 622, 324 677, 500 724, 000 
Assistant Secretary (Supply and Logistics) __--.-...-.----.-- 3, 519, 545 | 3, 769, 400 2, 566, 300 
Assistant Secretary (Applications Engineering) -_--___...._---| 380, 518 | 468, 100 495, 000 
Assistant Secretary (Research and Development) --------..---- i 1, 546, 377 1, 585, 300 3, 863, 200 
Assistant Secretary (Health and Medical) -_-.---- So teeeesee 104, 574 121, 300 150, 800 
SCRE ELLE SEE EILEEN OE PEE | $11, 067 313, 900 336, 600 
aie dil A a a Bc GS ARE 1, 124, 607 1, 180, 100 1, 253, 900 
Assistant to the Secretary (Atomic Energy) ha ala 77, 647 79, 700 86, 900 
SE NID 5, 6 tice ects ses diy ccuscues-csooktosesereseceewe 116, 288 69, 400 69, 400 
St. Lawrence Seaway Dev elopment Corporation qeareegs spells | 1 69, 368 COR ROP id ds. 

Oe Det lence EDD ae et eee | 12, 540,318 | 13,035,000 | 14,500, 000 





1 Represents estimated amount to be reimbursed for services provided the St. Lawrence Seaway Develop - 
ment Corporation during fiscal years 1955 and 1956. 

2 Includes all items of support for military personnel such as temporary duty travel, supplies, equipment , 
etc., with the exception of pay and allowances which are provided by the military departments. 
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Adjustments in personnel to reach the estimated year-end strength for fiscal 
year 1956 are proceeding as rapidly as possible. 

The reductions in fiscal year 1957 reflect the transfer of approximately 244 
positions from the Office of the Assistant Secretary (Supply and Logistics) to 
the military departments in connection with the conversion of the Federal 
cataloging program from development to maintenance. 


ENGINEERING RESEARCH AND MANAGEMENT STUDIES 


Mr. Manon. Will you elaborate somewhat on these enginering 
research and management studies? 

Mr. Lortis. Yes, sir. In addition to the contract we have just been 
talking about, the estimate for the fiscal year 1957 provides for $225,000 
for the development of production equipment directories for the As- 
sistant Secretary for Supply and Logistics. It provides $25,000 for 
the Assistant Secretary ioe Research and Development to undertake 
some small research studies. It also includes $37,000 for bomb dam- 
age assessment and other studies of that kind. It pew tae $25,000 
for organization and management studies which we have found very 
productive if used on a highly selective basis to help us with some of 
our realinement of the organization in the Office of the Secretary of 
Defense. It also provides $50,000 for outside firms of architect- 
engineers to draw up typical plans and standards for military con- 
struction and facilities. 

a Manon. Have you been doing much of this in the past year or 
SO 

Mr. Lortis. About the same scale; perhaps not quite as much as we 
are anticipating this next fiscal year but we have been doing some. 


FIELD INSPECTIONS 


Mr. Manon. You speak here of field inspections. The Government 
now is already pretty well laden with travel accounts. Travel costs 
run into many millions of dollars, as you know, when you count all 
the Armed Forces. 

Has this been well thought out? Do actual visits to these places 
offer the best answer to the problem ? 

Mr. Lorris. The Secretary is convinced, sir, that his top staff of 
assistants need to do more traveling in the field to see what actually is 
going on and what is the effect of the programs they are working 
on. We have in the past done some of that, principally in the Comp- 
troller’s area. As you know, they get around and find out what is 

oing on at the field installations. We have not done quite so much 
in some of the other areas. 


ADVISORY PERSONNEL 


Mr. Manon. What kind of people do you use for part-time advisory 
personnel, and what do they do? 

Mr. Lorris. The majority of those people are the scientists and 
engineers who are utilized from time to time by the Assistant Secre- 
tary for Research and Development in connection with their technical 
panels. They advise on the technological aspects of the individual 
programs. Other than in the scientific advisory field the Secretary 
from time to time brings in someone for 30 or 60 days, or maybe longer, 
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to advise him on some especially complex problems. One such project 
that has been going on now for a few months is ways and means to 
reduce the time lag between research and new weapons development 
and production, which has been very perplexing. 

Mr. Manon. Mr. Wigglesworth ¢ 


FISCAL YEAR 1956 OBLIGATIONS 


Mr. Wiccieswortu. You have pointed out that you are asking for 
$14.5 million as compared with $13,035,000 in the current fiscal year. 
What are your obligations as of some recent date against that 
$13,035,000 ¢ 

Mr. Lorrts. As of December 31, Mr. Wigglesworth, the obligations 
were $6,678,810. 


PERSONNEL REQUIREMENTS FOR SYSTEM OF WEAPONS EVALUATION 


Mr. WiccteswortH. You say that under this new system of weapons 
evaluation you contemplate that there will be about 100 people re- 
quired ¢ 

Mr. Lorris. Yes, sir. That is a very rough calculation at this time. 

Mr. Wiceveswortu. Is that what your request is based on? 

Mr. Lorris. Yes, sir. 

Mr. Wicetesworru. The contract, which is with MIT, contemplates 
employing about 100 people? 

Mr. Lorris. About 100 scientists; yes, sir. There are other addi- 
tional stenographic and clerical personnel. 

Mr. WiecieswortH. Heretofore you have had about 20% 

Mr. Lorris. About 20 scientists; yes, sir. 

Mr. Wiccieswortn. Would you classify this work as “research and 
development” ? 

Mr. Lortis. No, sir; it is not. Maybe it is a branch of research. 
“Operation research” is the way we clasisfy it. General Anderson, 
would you classify that as research and development ? 

General ANnprrson. It is more nearly operations analysis, sir. We 
do not do pure research and development nor do we contemplate that 
we will under this contractual arrangement. 

Mr. WiccieswortH. What do you do? 

General Anperson. May I answer off the record ? 

(Discussion off the record.) 

Mr. Wiccieswortn. How much, if you know, Mr. Loftis, of this 
$2.6 million is for salaries ? 

Mr. Lorris. Almost $1.6 million is the rough estimate for the 
salaries. 

Mr. WiccieswortH. That is an average of around $16,000 per in- 
dividual. 

Mr. Lortis. That, sir, includes, in addition to the 100 scientists, ap- 
proximately 50 stenographic and clerical and administrative person- 
nel, which the contractor will require, also. I was talking in my 
statement about the scientific personnel only. 


CONTRACT EMPLOYMENT METHOD 


Mr. Wiccieswortu. Are we taking up this contract method because 
it is the ellicient way to do it; or because we cannot do it in the Gov- 
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ernment; or because it is a more economical method; or for what 
reason ? 

Mr. Manon. Or because it shows fewer Federal employees? 

Mr. Lortis. I think the fair answer to that is that we have taken up 
the contract method as the only alternative to making the Weapons 
Systems Evaluation Group effective enough to accomplish its mission. 
In this particular field they are working in, as I mentioned in my 
statement, there is terrific competition for the relatively few men who 
are qualified for these operations analysis studies. This group has 
been trying to get the capable people in the quantity that they need 
to keep up with these tasks that General Anderson has outlined, 
and they have not been able to do it under the previous Government 
setup. 

Mr. Manon. Would you permit a question, Mr. Wigglesworth ? 

Mr. WiccLeswortH. Surely. 

Mr. Manon. Of course it is possible under this contract system 
to pay people salaries far in excess of any salaries you could pay 
them in the Government? 

Mr. Lortis. Yes, sir. 

Mr. Manon. Do you do that? 

Mr. Lortis. Yes, sir. 

Mr. Manon. Give us an example in this field. 

Mr. Lorris. General Anderson, will you tell them a little about your 
personnel policy there? 

General Anperson. Salaries of the professional civilians under the 
contract at present range from about $6,C0) per year to the salary 
for the research director, who is Dr. Albert G. Hill, on leave as a pro- 
fessor of physics from the Massachusetts Institute of Technology, 
whose previous job just before this was director of the Lincoln 
Laboratory. His salary is $22,000 a year, which is less than he got as 
director of the Lincoln Laboratory. That is the spread. 

Dropping down from Dr. Hill we have one man who is paid 
$16,000. or $6,000 less. Then they range on down to $6,000. 

Mr. Wiccteswortn. Looking ahead at this work, is it something 
which is liable to mushroom and expand in the future, or is it some- 
thing you expect to carry along at this level of about 100 scientists? 

General Anperson. No, sir; I would not expect it to grow and mush- 
room, because the people who come in here really do it not for the 
money. Dr. Hill is taking a considerable loss in salary to spend 2 

ears as research director of this outfit. Everyone who has ever come 
into it has taken a considerable loss. 

I would like to illustrate that by an example. Recently a group 
of people such as we would want broke off from Lockheed Aviation 
to form their own private consultant firm. About the same time 
the Chrysler Corp. got a contract which made them want to hire some 
of these people. Right after that the vice president of Chrysler 
was complaining to me about how much money they wanted. He 
said: “Their starting price was $35,000.” 

He talked about one man in particular. I happen to know, when 
the Chrysler Corp. vice president was complaining about the man 
asking for $35,000, in his last year with Lockheed he made $52,000. 
The competition in this field is really terrific. If the man is not moti- 
vated by patriotism you are not going to get him for the kind of money 
we can afford to pay him. 
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Mr. Wiccteswortu. To put my question another way: Is it prob- 
able that the overall work required to be done in this field can be 
handled by 100 scientists or thereabouts ? 

General Anverson. I think it can; yes, sir. 

Mr. WiccteswortH. Over the long pull. 

General Anperson. Yes, sir; I think so. 


PERSONNEL REQUIREMENTS 


Mr. Wiceieswortu. I notice that your civilian personnel is drop- 
ping from 1,563 to 1,321, from 1956 to 1957, and that your military 
personnel comes down a little, from 570 to 568; so that you contem- 
plate having a total force of 1,889 on June 30, 1957, compared to 2,13 
on June 30, 1956.: That reduction in civilian personnel you indicate 
is largely due to the transfer of the cataloging job. 

Mr. Lorris. Yes, sir. There are now employed in the cataloging 
operation, the central cataloging group, 243 civilians and 1 military, 
or a total of 244. 

Mr. Wiacteswortu. Are they transferred? In other words, from 
the overall point of view is this a real savings in personnel or is it 
simply a transfer ¢ 

Mr. Lortis. It is not entirely a saving, sir. Some of them will be 
transferred to the central cataloging maintenance growp on the rolls 
of the Army, Navy, and Air Force. 

Mr. WicGLeswortu. About how many ? 

Mr. Lorris. About 192. Let me further clarify that if I may, Mr. 
Wigglesworth. 

At the present time, in addition to the 244 that I mentioned to you 
in this central cataloging group, there are 210 on the Navy’s rolls in 
a central processing office in New York, making a combined total of 
454. The 454 which have been required during the developmental 
phase will phase down to the 192 that I mentioned, so overall there 
is a reduction of poten required for the central cr ataloging effort. 

Mr. Wiecieswortn. I did not follow you. To what extent ? 

Mr. Lortis. From 454 this year to approximately 192 by 1958. We 
expect to get down to 380 in 1957. 

Mr. WiaecLeswortn. 380 in 1957? 

Mr. Lorris. Yes, sir. 

Mr. WiceieswortH. That is a reduction of 74 from the overall 
standpoint of the Government by the end of 1957 and a reduction of 
262 by the end of fiscal 1958 ? 

Mr. Lortis. Yes, sir. I might explain that procedure. 

During fiscal year 1957 the cataloging program will be in the process 
of conversion from development to a maintenance stage and for 9 
months of that year they will be doing both jobs concurrently and 
that is why the greater phase- -down will occur in 1958 rather than 1957. 

Mr. WicciEeswortn. Can you give me the figures for your current 
employment (a) civilian and (b) military ? 

Mr. Lortis. As of December 31, sir 

Mr. WiceLrswortu. I would like to have the figures to compare with 
those which you show on page 7 of the justifications. As of what 
date can you supply them # 

Mr. Lorris. As of December 31, which is the latest available figures 
Thave. On page 7 of this table which I believe is going into the record 
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‘4 you have the current a in the first column to compare with 
Fs the June 30 end strength for 1956 and the June 30 end strength for 
e 1957. Overall that is 1,557 civilians and 586 military for a total of 
e 2,143. 


Mr. Wicereswortu. That is all, Mr. Chairman. 
Mr. Manon. Mr. Scrivner? 


WEAPONS SYSTEMS EVALUATION GROUP 





Mr. Scrivner. Mr. Loftis, most of the matters which you have pre- 
sented to us are just a renewal of the request for activities which we 
have carried on in the past. One which could probably be called new 
is this weapons analysis program. 

Mr. Lortis. Yes, sir. 

Mr. Scrivner. You may have an acceptable bill of goods but if you 
have, as far as I am concerned, you have not sold it. 

Perhaps, it is because the title which you give is either not complete 
or, rather, does not effectively describe the group or something else. 
You say it is new, but we have had operations like this for as long as I 
can remember. Someone has been doing it, but I do not know who. 
If they have been, I want to know that they are not going to do it any 
more, and that this group is the only one which is going to be doing it 
and not merely a duplication of some other activities. 
pe What assurance can you give me on that point? Who has been 
bo doing it and what are they going to do now? 
= General Anprrson. Mr. Scrivner, the Weapons Systems Evaluation 
: : Group was, in fact, formed by the late Secretary of Defense Forrestal 

| in 1948. It has been in existeence for 7 years. It has never been large 
enough to accomplish the work assigned to it in timely fashion. 

When I took the new director of research in to talk to the Chairman 
, of the Joint Chiefs of Staff a week ago last Monday, Admiral Radford 
Fe?) told him that the group had done good work all right, but with the 
Ey small staff it had it took so many man-months to do the work that the 
i answers usually got to the Chiefs of Statf too late to aid in the decision 
which they had to make. 

Mr. Scrivner. Well, that is a little hard for me to comprehend. I 
can recall that during the Korean war this group had numbers of 
scientists out under contract in the field evaluating all these prograins 
Pe! right on the battlefields of Korea and in the air above Korea, 

P Now, don’t smile. I know what they did. 

a General Anperson. I do, too, sir. I happened to be in Korea in 
vA command of the Fifth Air Force. 

’ Mr. Scrivner. There was no appreciable delay because they were 
back here within a matter of days and the reports were made to our 
committees, 

General ANpDERSON. You are speaking of the Weapons Systems 
Evaluation Group, sir? 

Mr. Scrivner. That is the only name I ever knew for it. 

Those groups involved all civilians under contract and some of 
them were with MIT and some of them were with other technical 
schools. 

General Anprrson. I believe the Operations Research Organiza- 
tion, ORO, which is an Army organization, had people out. 
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Mr. Scrivner. ‘The Air Force did also. 

General ANperson. Rand, which is another, had people out, and 
the Navy Operations Evaluation Group had some people out. They 
reported to the services individually. WSEG sent reports to the 
Joint Chiefs of Staff and to the Secretary of Defense as well as to 
the Assistant Secretary of Defense for research and development. 
During my time in Korea, we had one representative of WSEG there 
part time. We had one visit of about 8 people who spent 1 day in 
Korea. ‘The one representative in my headquarters was supplemented 
by 2 military pevihe as we do here. However, they could not any- 
where near accomplish just the work I wanted them to do in the 
Fifth Air Force alone. They simply could not do it because they 
were swamped. 

Mr. Scrivner. Well, I cannot understand your statement of their 
being there just 1 day because I have talked to some of these people 
and they were over there for longer than 1 day. 

Colonel Minier. The 1-day visit was for general weapons systems 
evaluation. 

General AnpERSON. Colonel Miller tells me they were there 1 day 
and the weapons systems evalution group involved people from Wash- 
ington. They did have this one representative who was there off 
and on. 

Mr. Scrivner. Where are you going to get your information that 
you are to give to the Secretary of Defense? What is going to hap- 
pen to these individual service reports? Are you going to do that 
through your organization or are they going to continue on their 
individual w ays? 

General ANDERSON. We make as much use of them as we can, and 
they cooperate with us as much as they can. I say “as much as they 
can.” We have people on loan working with us right now. We have 
8 on loan and some of them are from those or ganizations. They 
have so much work to do which is assigned by their own departments 
that it is very difficult for them to loan us people and more difficult 
for them to loan us their best people which are the ones we want. 

Mr. Scrivner. You are going to try to raise the ante and take some 
of these. scientists off of something they are doing now and put them 
on your job? 

General Anprrson. No, sir. 

Mr. Scrivner. Where are you going to get them from? 

General ANpERSON. We are getting one from Sandia who is on 
loan to us from Sandia now. 

Mr. Scrivner. What was he doing? 

General Anprerson. He was working in the field of radioactive 
fallout. 

Mr. Scrivner. What is he going to work on now ? 

General ANperson. The same thing, except differently. Out there 
he was involved in generating theoretical and experimental weapons 
data. 

I would like to go off the record for a minute to tell you the type 
work he will do with us, if I may, Mr. Chairman. 

Mr. Manon. Yes, sir. 

(Discussion off the record.) 
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Mr. Scrivner. All right; that is one item. What is another one 
you want to get? 

General Anperson. I cannot say for sure that I am going to get this 
man, but I certainly have a 50-50 chance. He is on loan to me now 
from Notre Dame University where he was the No. 2 man in the 
chemistry department. He was not chairman of the department, but 
he was the No.2 man. He is on loan to me from Notre Dame for a 
year. I think he is going to stay with me and he is working in the 
same field on the same problem which I just mentioned in connection 
with Dr. Tucker. 

Mr. Scrivner. Well, that is two of them. 

General ANpverson. We will have a cooperative effort with five uni- 
versities. We expect that substantial numbers of people are going 
to come on leave to us from those universities. That is the main 
reason for a contract, really. The universities will share that respon- 
sibility with MIT in the interest of getting this work done and they 
will make certain people available to this contract operation for a 
period of 2 or 3 years. That is going to be the principal source of our 
personnel. 

Mr. Scrivner. It looks like what you are doing is robbing Peter to 
pay Paul. If these men are the type scientists you indicated, they are 
probably working on something right now of great value to our de- 
fense effort. So, you are just merely going to take them off one assign- 
ment for the defense effort and put them on another ? 

General ANperson. No, sir; it is not quite that way. There is a lot 
of merit in what you say. 

Mr. Scrivner. Well, all right. However, in Mr. Loftis’ statement 
in talking about this he said—and he is talking about the relatively 
few qualified operations research scientists available and the great 
demand for their service by outside operations and research organiza- 
tions which has prevented the weapons evaluation group from attain- 
ing at any time its full authorized complement. 

In other words, up until now you have not been able to get them 
because the field is limited which indicates that this being a limited 
field and if you take them into your activities, you take them out of 
some other activity. 

General Anperson. That is what led me to say that there was con- 
siderable merit in your statement. 

For instance, Dr. Magee, who is in the department of chemistry at 
Notre Dame, had not been doing defense work, but we will put him 
on it now. We would expect that the people we get from the uni- 
versities on loan under the contract would either not have been eneaged 
in defense work, or, if engaged, are in defense work of a kind which, 
relatively sneaking, is better populated with talent than is the systems 
evaluation field. 

Mr. Scrivner. I noticed you said you “hoped” that they have not. 

General Anperson. No, sir; I expect not. I expect not for this 
reason: We have already lined up a number of people from the Massa- 
chussets Institute of Technology who can be made available to us 
for a period of 2 years at a minimum to work on the contract opera- 
tion. Those people represent a significant addition to this limited 


field and not merely a transfer from one type of defense work to 
another. 
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Now Dr. Killian is a man who is interested in education too. He 
wanted the cooperative effort as a means of broadening the base, as 
he expressed it, to share the blame of taking these people from purely 
educational work for a while into defense work. These people from 
the universities actually represent an increase to the limited number 
of scientists available to do the overall defense job. 

Mr. Scrivner. Well, some day I would like to see a complete com- 
pilation of all of the defense contract work which MIT is doing and 
the number of people engaged in that work and then ascertain how 
much is left to carry on the regular activities of the school. We all 
have a very high regard for MIT and there are no two ways about 
that. It spreads a kind of an aura of some kind or another over any 
program which MIT is doing. I do not know where they get all of 
these men with such supernatural abilities to fill all the jobs and con- 
tracts which they are handling. 

General Anperson. Might I say, sir, that a group of educators 
recommended this method of improving the capabilities of WSEG 
but recommended it reluctantly. 

Mr. Scrivner. Well, I am going to need more information than 
this. 

General ANperson. I sat with them and I know that Dr. Glennan 
and Dr. Killian and the rest of them were most reluctant to do it, 
but they felt they had to. 

Mr. Scrivner. Either you or Mr. Loftis, and I cannot recall which, 
but maybe it was you, General, indicated that one of the reasons you 
were asking for only $2.6 million which in a big budget like this is 
not a big item, was because that is about all the people you were 
thought you could place effectively at this time. 

General Anperson. Yes, sir; this year. 

Mr. Scrivner. Yes; this year. If you can do that this year, next 
year you will be wanting to place some more. While this is the first 
hitch of $2.6 million then, next year there will be some more and the 
year after that there will be more. Like so many of these groups, they 
grow and grow and grow. It leaves me a little cold, especially when 
I listen to the subjects which these supernatural—no, I should not 
say supernatural, but a little above normal, let us say—people discuss. 
I recognize that my scientific ability and yours is small when com- 
pared to them, and realize that they have above-normal scientific 
ability. 

I do not know whether this was on or off the record, when you were 
talking about the things we were going to study which included the 
limited war, the testing and training and all that, but those in my 
opinion appear to be more military projects than scientific problems. 
Where did all of these scientists get the background which would 
make it possible for them to give you and through you the Secretary 
of Defense an answer on how to fight a limited war? Where are they 
going to get that information ? sate til 

General Anperson. Sir, one of the unique things about WSEG is 
that it is a mixture of scientists and military. Some of them are 
scientists and some are not. I choose to call them “professional civil- 
ians” and military. The military work on a project right alongside the 
scientists. They do the military applications end of this work. They 
are not qualified to do some of the other type of work which goes into 
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it, but they work right together. For instance, this Dr. ‘fucker whom 
I spoke of as being with us. is engaged in developmental work, and 
right alongside of him and right with him every day is Colonel Thorne 
of the Air Force, Colonel Downing of the Army, and Commander 
Elliott of the Navy. 

Mr. Scrivner. How will these scientific men get the background, 
training, and experience and if they do not have it, how are they 
qualified to tell you, the military, how to set up a better military 
organization ¢ 

(yeneral Anperson. One of the main reasons the military are there 
is to see that proper military considerations go into these studies. 

Mr. Scrivner. Well, if it is going to be a military decision, why 
should not your military man be making it? Why do they call upon 
some contract with MIT to do all this? 

General Anprerson. If I may go off the record, sir, I think I can 
illustrate exactly what I mean. 

(Discussion off the record.) 

Mr. Scrivner. Back on the record. The Rockefeller committee said 
that the weapons system evaluation group should be at least as strong 
an organization as the operations research agencies now maintained by 
contract with the three military departments. 

Mr. Loftis, how large are those operations research agencies now 
maintained by contract with the three miktary departments? Maybe 
that will give us an idea about how big someone wants this to be. 

Mr. Lortis. Mr. Scrivner, I do not have the information on that. Do 
you know the approximate size of these groups, General Anderson ? 

General AnpERson. Approximately, only. The Army’s operational 
research organization involves approximately 300 people. 

Mr. Scrivner. All right. 

General Anprerson. The Air Force’s Rand Corp. involves approxi- 
mately 500 people. 

Mr. Scrivner. All right. 

General Anperson. I cannot give you an approximation of the 
Navy’s ORD because we have worked very little with them. 

Mr. Scrivner. Well, just give us a guess. 

General Anverson. Mr. Scrivner, my executive says about 50. 

Mr. Scrivner. I have added those’figures up and they total 850 
which I would assume is approximately the size which was anticipated 
WSEG would be. 

General Anperson. No, sir. 

Mr. Scrivner. Why quote the Rockefeller report, then, if it was 
not to be given some credence ? 

General Anprerson. Well, sir, I did not quote the Rockefeller report. 

Mr. Scrivner. Mr. Loftis did. 

General Anperson. He quoted that we rely to show that there was 
a body of opinion in the Rockefeller Commission that WSEG should 
be strengthened. 

Mr. Scrivner. Let me take that just one step further. 

They say the weapons system evaluation group should be at least 
us strong an organization as the operations research agencies now 
maintained by contract by the three military groups, and you have just 
told me that that total was estimated at 850. 
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General Anperson. No, sir; you are taking strengths numerically, 
sir, and Iam not. I cannot go out and hire up to this 850 people this 
year. I do not want to do it. I do not think I can hire the caliber 
of professionals we need to make us as strong as the other groups 
this year, and I am not using strength in numerical terms. Rather, 
I am using strength qualitatively. 

Mr. Scrivner. All I.can do is just read what is here in black and 
white in front of me. 

General Anperson. The only authorization we have from the De- 
partment of Defense and the Joint Chiefs of Staff is to go up to a 
maximum of 100. I can produce the document on that. It says 
a maximum of 100. 

Mr. Scrivner. Well, I would guess probably from what you have 
said and this statement that you might even be hard pushed to find 
100 who you think are qualified. 

General Anperson. Sir, the history of the research directors of 
WSEG for 7 years has been that they actually did not do direction of 
research only. They also tried to recruit personnel. That has been 
the history of it. They tried to recruit, I should say, qualified per- 
sonnel. 

Mr. Scrivner. Well, as I-said at the outset, I have been trying to 
ask some questions in order to bring it out a little better to make sense, 
and you may have a bill of goods to sell but you have not sold it to 
me yet. 

General Anperson. I would be happy to answer any questions you 
ask me, sir. Iam not trying to sell a bill of goods. 

Mr. Scrivner. I have been asking some questions which if you had 
the answers to would give us a chance to build it up, but I cannot 
make your case for you. That is not my job. 

That is all, Mr. Chairman. 

Mr. Forp. How does this program to which we have been referring 
tie in with the responsibility of the Assistant Secretary for Research 
and Development ? 

General ANperson. Merely, sir, that he has administrative direction 
of the group. He has administrative direction of it. 

Mr. Forp. Is it*supplemental or a duplication? I am not quite 
certain about the line of demarkation. 

Mr. Lortis. I might make one comment on that, General Anderson. 

The group was established initially, as General Anderson men- 
tioned, by Secretary Forrestal to provide the Secretary of Defense, the 
Joint Chiefs of Staff and at that time the Research and Development 
Board with an independent and objective analysis of present and 
future weapons and weapons systems. 

It does not generate its own workload. If the Assistant Secretary 
for Research and Development has an analysis problem, he refers it 
to this group. If the Secretary of Defense has a particular problem 
in this field that they are competent to furnish him the analysis on, 
he would ask them to do it. 

The major portion of their workload since it was established has 
come from the Joint Chiefs of Staff. So, they are more closely tied 
with the Joint Chiefs of Staff than they are with the Research and 
Development people. I do not know whether that helps to clarify it 
or not. 
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Mr. Forp. Could you give a specific example as to how they operate 
in reference to the Assistant Secretary of Defense for Research and 
Development? 

General ANpERSON. Well, as an example—— 

Mr. Forp. You can go off the record if you desire. 

General Anperson. Again, I would have to go off the record for 
this discussion. 

(Discussion off the record.) 

Mr. Forv. This organization reports directly to the Chiefs of Staff? 

General ANnprerson. Yes, sir. 

Mr. Forp. Does the Assistant Secretary of Defense for Research 
and Development have veto authority over the areas in which they 
can operate? 

General Anprerson. Well, let me look at the charter. The answer 
to that is really “No,” but the charter says the group shall function 
under the administrative direction of the Assistant Secretary of De- 
fense and shal] be responsive to directives with respect to studies from 
the Joint Chiefs of Staff and the Assistant Secretary of Defense for 
Research and Development. It does not provide for veto. It sets up 
administrative channels. It says we will be responsive to directives 
from two sources: The Joint Chiefs of Staff and the Assistant Secre- 
tary for Research and Development. 

Mr. Forp. Has the practical result been that you work in harmony 
or otherwise / 

General Anprrson. The practical result is that we work in har- 
mony, and there is always agreement on priority of the studies. An- 
other practical aspect of it is that we have never been able to keep 
up with the workload. 

Mr. Forp. That is all, Mr. Chairman. 

Mr. Manon. Off the record. 

(Discussion off the record.) 

Mr. Mirtrr. General, I still am a little bit confused or, at least, 
I do not fully understand the functions of this Weapons Systems 
Evaluation Group. 

You say that there are about 100 scientists involved in it. 

General Anprerson. No, sir; at the moment we have 24 professional 
civilians assigned to the group. We have an additional 8 on loan for 
a total of 32 working in the group. 

The Joint Chiefs of Staff and the Secretary of Defense—well, I 
should say just the Secretary of Defense—approved a recommenda- 
tion submitted by the Joint Chiefs of Staff that this group be built 
up to not more than 100. 

Mr. Mitre. Not more than 100? 

General Anperson. Yes, sir. 

Mr. Mirirr. Well, now, they are not engaged in research and de- 
velopment in its strict sense, but in evaluating what someone else has 
developed ; is that right ? 

General Anprrson. Well, that is part of it; yes, sir. 

Mr. Miter. When you speak of weapons, how big a field do you 
cover ¢ 

Do you cover such things as warning systems, gas warfare, germ 
warfare and things of that sort? Is that in their province, or is it 
more limited to such things as ordnance? 
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General Anperson. May I go off the record again, sir! 

Mr. Mitier. Yes, sir. 

(Discussion off the record.) 

Mr. Mixture. Do your reports deal primarily with industrial capa- 
bilities of the country or the potentialities of weapons or their tactical 
use # 

General Anperson. All except the first one, sir, but not with the 
industrial capability. I would like to go off the record again, if I 
may. 

Mr. Mrrter. General, anything which you say here can be struck 
out later. I am not trying to probe into classified matter, but I do 
want to get the overall concept. 

General Anperson. For instance, in this last study which we did 
on biological warfare, there were many things which had to be devel- 
oped from an informational standpoint before we could determine 
whether it would be worthwhile to make another evaluation. I would 
like to list a few of them: 

(Discussion off the record.) 

Another thing is that you have to find some means of getting some 
real information on what effect the various agents will have on 
humans. We know what the effect will be on some animals. There 
has been some extrapolation as to what that means in terms of human 
beings, but until there is better information in that area, for instance, 
there is not much use of us evaluating antipersonnel biological war- 
fare again. 

Then, there was a third factor which had to do with the dissemi- 
nation of the agent. 

(Discussion off the record.) 

When that report goes to the Chiefs then they send out a directive 
to the people who are responsible in those areas as to what they want 
them to do. When they come up with significant new information, 
it comes to us and then we can evaluate what the effect of the weapons 
systems would be if applied to selected representative targets. 

Mr. Mitter. Just what relationship does that evaluation group 
have? Where do they fit in with the Operations Research Office and 
the Navy Operations Evaluation Group as well as the Air Force 
RAND? Are they another link in that chain, and a higher group, 
or do they operate independently ¢ 

General Anperson. Well, we are a higher group. Theoretically, 
as far as organization goes, we operate independently. In actuality, 
we do not operate independently. We constantly exchange informa- 
tion and, as I say, we borrow people from those organizations to work 
for us in areas where they are particularly qualified. 

Mr. Mitter. Do you have any function in assigning the responsi- 
bilities in various fields as between those three groups ? 

General Anverson. No, sir; if I wanted RAND to help us, I go 
through the Deputy Chief of Staff of the Air Force for development, 
General Putt. Generally, sir, before that happens I have talked to 
RAND's representative here in Washington and have found out what 
their capability is. Then I make a request to the OCSD in the Air 
Force who assigns the job to RAND. I do not make the assignment. 

Mr. Mitier. You have no veto, for instance, in denying where a 
research or a development program will be assigned as, for instanee, 
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in the case of the intermediate range ballistic missile? You do not 
have any voice as to whether there would be one, two or how many 
programs? 

General AnpvErson. No, sir. 

Mr. Minter. You are utterly independent of that and work entirely 
on evaluating what is or what might be available? 

General ANperson. Well, we would hope—speaking now of future 
work in connection with the items which we have on the books—to 
take up when we can a cost effectiveness evaluation of all of our mis- 
siles from 350-mile range to 5,500-nautical-miles range. We hope to 
take up a cost effectiveness evaluation of all of them in the whole 
program. 

Mr. Mitier. Thank you. 

That is all, Mr. Chairman, 

Mr. Suepparp. I have a few brief questions, Mr. Chairman. 

Mr. Manon. You may proceed. 


BUSINESS ENTERPRISES OPERATING IN THE PENTAGON 


Mr. SuHeprarp. Either one of the witnesses who feels they should 
answer is privileged to do so. 

I want to discuss the business enterprises which are presently op- 
erating in the Pentagon Building. 

How are the leases controlled with the businesses which are operat- 
ing in the Pentagon? 

Mr. Lorris. Mr. Sheppard, the Secretary of Defense has established 
a concessions committee, composed of a representative from his office 
as chairman. 

Mr. Sueprarp. Who is the individual ? 

Mr. Lortis. It is myself, sir. Then, we have two representatives 
from each of the military departments. That committee for the Sec- 
retary of Defense controls and operates the concessions in the Pentagon. 

Mr. Suepparp. In other words, as the agent of the Secretary of De- 
fense, you are chairman of that committee, I assume ? 

Mr. Lortis. Yes, sir. 

Mr. Suepparp. Do you people on that committee control those leases, 
and define how they are handled ? 

Mr. Lortis. Yes, sir. 

Mr. Sueprrarp. What is the premise upon which those leases are 
made? Are they competitive or does everyone have a specific oppor- 
tunity of bidding, or just what is the formula, please ? 

Mr. Lorris. The leases for establishing a concession activity in the 
Pentagon are based upon proposals received as a result of soliciting 
offers from all of those people who have either expressed an interest 
in operating a concession there, or who we think may have an interest 
in operating a concession. 

Mr. Suepparp. Why are they not advertised in order that everyone 
who is not specifically considered for advance notice purposes might 
be notified or those who might not fall in that category which you 
mentioned ? 

Why are they not advertised so they would become common know]- 
edge to people who are in that business and, perhaps, create a greater 
competitive status ? 
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Mr. Lorris. It has not been felt necessary to go to that extent. 

Mr. Suepparp. Maybe they should. 

Mr. Lortis. I know of no objection why they should not be. 

Mr. Suepparp. Are these leases negotiated ? 

Mr. Lortis. Yes, sir. 

Mr. Suepparp. In other wor ds, it is strictly a negotiated operation, 
and is not on a competitive bid basis by qualified people i in the field ¢ 

Mr. Lortis. It is not on a competitive bid basis in the sense that 
your procurement is handled that way in the Government. 

Mr. Suepparp. You utilized the word “sense” in your statement 
when in reality it either is or is not. 

Mr. Lortis. It is not, sir. 

Mr. SHepparp. Your answer is “it is not”? 

Mr. Lortis. Yes, sir. 

Mr. Suerrarp. From a competitive point of view, it is not a recog- 
nized competitive function other than as a competitive determination 
may be made through negotiation / 

Mr. Lortis. Yes, sir. T might expand on that, if I may, to inform 
the committee as to the procedures which the Concessions Committee 
goes through. : 

In the evaluation of proposals for operating a concession, the com- 
mittee considers a great variety of factors in ‘addition to the amount 
bid for the space to be occupied. For example, they examine the 
pusiness experience and know-how of the concern making the proposal, 
his capabilities to provide the kind of service that we feel the Penta- 
gon people require, and his general reputation in the industry. In 
other words, price alone is not. the sole determining factor. 

Mr. Suerparp. Are those leases made on a flat-rental basis for so 
much space or are they made upon the premise of the type of business 
and a percentage of the profits going to the Government? Which of 
the two is correct ? 

Mr. Lorris. The latter, sir. It is a percentage of their sales. 

Mr. Suerparp. How often are those accounts audited by the Office 
of the Secretary of Defense? 

Mr. Lortis. The accounts are audited by an outside firm of auditors. 
The Office of the Secretary of Defense has not been auditing them. 

Mr. Sueprarp. In other words, you contract to a firm of auditors 
the function of making the audit in order that you may determine 
what your income shall ‘be from a specific business ? 

Mr. Lortis. Yes, sir. 

Mr. Suevparp. What is the cost of this contract with those auditors ? 

Mr. Lorris. My recollection, sir, is that it runs about $5,000. 

Mr. SHerparp. Do they operate on a perpetual contract, or are they 
on a year-to-year contract ¢ 

Mr. Lortts. It is handled on a continuing arrangement through a 
written agreement. 

Mr. Suepparp. I see. They are not a participant in the percentage 
of income as such? 

Mr. Lortis. No, sir. 

Mr. Suepparp. In the treatment of the income, does the income go 
into the Department or does it revert to the Treasury ? 
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Mr. Lortis. There is a distribution of part of the income after 
committee operating expenses, to welfare and recreation funds of the 
Department, and the balance reverts to the Treasury. 

Mr. Suerparp. Now, all the business operations to which I am pres- 
ently addressing myself fall within the lease category. In other words, 
when I ask that question, it is upon the premise that normally a lease 
can be from year to year, or can be extended, or be subject to cancel- 
lation. 

Are any of those businesses operating on a flat month-to-month 
rental rather than a lease operation ? 

Mr. Lorris. Yes. Last year the banking facility was converted to 
a basis whereby they would be required to pay a flat rental for the 
space they occupied. Prior to that time, the banking facility placed 
in the Pentagon by the Treasury Department had been given space 
rent free in addition to other subsidies because it was in there to 
service the needs of the Government—to provide cash for disbursing 
officers, cash checks for employees and for other fiscal services that 
are required. 

Mr. Suerparp. Let us clear that up. I do not want to have a mis- 
conception, and that is why I am stopping you for the moment. You 
say they are there for the benefit of the Government. Do you not 
mean for the benefit of the employees of the Government ? 

Mr. Lorrts. Both. 

Mr. Sueprarp. What type of business would the Government have 
in an operation of that kind? 

Mr. Lorris. Providing cash for disbursing officers and United 
States Fiscal Depository Services, as distinguished from the per- 
sonal business of employees of the Government. 

That facility was placed in there when the Pentagon was built at 
a time when there were no regular commercial banking facilities in 
the area who desired or had the capabilities of coming in, as I under- 
stand it. That was before my time. 

Last year interest was expressed by banking facilities in the county 
to come in there on a commercial basis and pay rent. The matter was 
taken up with the appropriate people in the Treasury Department. 
They determined, in addition to the Treasury facility which they had 
established, that a full branch banking facility should be authorized 
for the Pentagon on the condition that both the Treasury facility and 
the branch banking facility would pay rent for the space they occupied. 
The lease agreements with those two banks is on a flat rental basis. 

Mr. Snrerrarp. I would assume—and your statement more or less 
indicated it—that insofar as the operation of these banks is concerned, 
branch banks, or whatever they are, they would follow the same for- 
mula of permission of operation as any other branch bank. 

Mr. Lortis. Yes. 

Mr. Suerrarp. What is the criterion or yardstick, the ground rules, 
or whatever you determine applies here, as to the determination of 
the rental cost, or percentage cost? 

Mr. Lortis. So far as the banks are concerned, as distinguished 
from the percentage of sales type of lease with other concessions, 
we asked the General Services Administration to make an appraisal 
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of the value of the space and the rate for the banks was established 
based upon that appraisal. So far as the rates for other types 
of concessions are concerned, they are based upon a percentage of 
their gross business, it is that "factor which we consider in connection 
with those other factors that I mentioned in deter mining who should 
have the concession. 

For example, one of our recent negotiations last year was in con- 
nection with a barbershop. The spread of bids ranged from 8 
percent to about 15 percent, as I recall. The bid that was selected was 
14 percent. 

Mr. Suerparp. With reference to the operation of the selection, does 
the Veterans Preference Act apply at all? 

Mr. Lorris. Not to my knowledge, sir. 

Mr. Suerrarp. How many types of businesses are presently func- 
tioning in the Pentagon Building When I say “types,” I mean so 
many drugstores, so many banks, so many clothing stores, and what 
not. 

Mr. Lorris. Woodward & Lothrop have a branch of their store 
there. There is one drugstore, a newsstand, a clothing store, a dry 
cleaning and laundry establishment, a shoe repair shop— 

Mr. Suepparp. | think that it would expedite the hearings if you 
would insert in the record at this point the types of businesses and 
the number of businesses. When you make that insertion, also in- 
clude the names of the firms that are functioning as business operators, 
separating one from the other. If you find one firm functioning in two 
capacities, indicate that. 

(The information is as follows:) 
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Concessions operation, Pentagon 


Total incotes Geom aperatiens—. 5. bn ne $3, 365, 638 
Less: 
Payments to General Services Administration for use of space__ 585, 125 
Payments to welfare and recreation funds of the military de- 
partments and Office of the Secretary of Defense__.__....._- 446, 813 
Deposits to miscellaneous receipts of Treasury__..-----.--~- 558, 444 
Original purchase and replacement of restaurant equipment_-_-_-_ 379, 991 
Replacement of Government-owned restaurant equipment.__._- 428, 974 
ADmIAEIOLI ve CXR cnn ce nciciccmmtnipekdinetiintenden 293, 680 
Balance of income (cash on hand, inventories of restaurant mer- 
chandise, restaurant furniture and equipment, and reserves) — 672, 611 
TE i siete eset fe peer se ahem capil sa gabe dg ahi dpa ae 3, 365, 638 


In addition to the payments made to General Services Administration for use 
of space, the following payments were made to General Services Administration 
by the concessions and the food operation for electricity, steam, gas, construc- 
tion work, repairs, and cleaning: 


Pentagon 





Restemrant Concessions Total 
NN ii Ses cts choca Se mapa sina nei alias ete $518, 276 $4, 310 $522, 586 
Penns DUONG WORE DEGNES.. . 5 5 niece ncncnsennsdnnonena 198, 117 19, 934 218, 051 
IT oe sabcuabenie 2 en ciedee bees } 7, 035 7, 035 


RR ee Pee = bs8 Feb em 2 | 716, 393 | 31, 279 747, 672 


Mr. Sueprarp. I think that we perhaps covered the adequacy of the 
competition question because it is not similar to that practiced in the 
business world, meaning by that there is a different formula operating 
in the Pentagon. Iam just making a statement of the differential in 
there, and it does prevail. I am not criticizing. 

Mr. Lorris. Yes, sir. 

Mr. Suepprarp. You have already stated insofar as the Veterans 
Preference Act pertains, there is none. 

Mr. Loris. Not to my knowledge. 

Mr. Suerrarp. Summing the situation up, if I may, I have been led 
to believe from statements of the Secretary of Defense and others, of 
course, operating under his interpretations, that they considered it was 
advisable at all times and wherever and whenever possible, to go into 
the so-called competitive status. 

Mr. Lortis. Yes. 

Mr. Suerrarp. That has been the announced policy publicly by the 
Secretary of Defense and others, of course. 

With that in mind, do you consider this is what is commonly consid- 
ered a competitive manner of handling this type of business ? 

Mr. Lorris. No, sir. I would say this falls in the category of nego- 
tiated contracts, but on that point, if I may add, we have been asked to 
reexamine the reasons why we are not handling it on a competitive basis 
by the Secretary of Defense. 

Mr. Suerparp. Just a moment. Am I to understand from your 
answer that the Secretary of Defense has inaugurated an organization, 
or a group of people, to function in that field without originally laying 
down a format of procedure? 

Mr. Lorris. This group had been set up prior to Mr. Wilson’s term 
of office as Secretary of Defense. 
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Mr. Suerrarp. How long has this particular type of operation been 
in existence handling the business of the Pentagon? Since so far as 
you know ? 

Mr. Lorris. Under this particular type of operation with the con- 
cessions committee, it has been in existence since March 1950, I believe. 

Mr. Snerparp. I believe that you said that you should reconsider. 
Did that come to you in a memorandum form from the Secretary of 
Defense, or was it merely a verbal understanding? 

Mr. Lorris. It came from a verbal discussion we have had on the 
problem 2 or 3 weeks ago, as I recall. 

Mr. Suerrarp. In what Jength of time are you supposed to make a 
review and report? 

Mr. Lorris. No particular time was set. The committee meets on 
an average of once a month. We have one meeting and assign the 
project out for study and it takes another month before we get an 
answer. 

Mr. Surpparp. In closing this part of the inquiry, would you sup- 
ply for the record in addition to the names of the firms which I have 
requested heretofore the income from each one of those organizations, 
and then a segregation of funds going into the recreational fund on 
the one hand and the Treasury on the other? Will you give us a 
clear-cut picture on the division of funds after you establish the total 
income ¢ 

Mr. Lorris. Yes. Do you want that over any particular period of 
time ? 

Mr. Suerrarp. Yes. How much time would it take to have your 
accounting boys analyze this operation from its inception to date? 

Mr. Lorris. Speaking from 1950 on, I believe that we can provide 
that very easily. The records prior to that time are not in my custody. 

Mr. Suerparp. Where are they ? 

Mr. Loris. The concession operation prior to that time was under 
the Military District of Washington, Department of the Army. I 
‘an get them. I am sure they must have them. 

Mr. SHerrarp. While your division did not have cognizance, of 
it at that time, am I taking an undue assumptive attitude that it 
might be advisable that those records be transferred to your function 
for research purposes? If you are going to be called upon now to 
analyze the functions, which I understand you are going to do, would 
you not be in a better position to go back and review them from their 
inception to date rather than taking just a portion of them? Would 
you not make a more intelligent report? 

Mr. Lorris. Yes. I assume that those records are available. I 
just do not have knowledge of them. 

Mr. Suepparp. I am under the impression that divisions of the 
military do not destroy their records. They are stored someplace. 
At the moment I do not see why you would not have access to them. 
It occurs to me, in order for your committee to function to a degree 
of real determination you ought to be able to review this operation 
from its inception rather than just a portion of it. 

Mr. Lortis. Yes. 

Mr. SHepparp. Am I right in my conclusions? 

Mr. Lorris. You are. 
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Mr. Waurrten. Mr. Sheppard, I wonder if it would be possible in 
“owe - the information that you have requested that the turnover 

listed 

Mr. Suerparp. I think you are right, but I also think that would be 
indicated. If there was any turnover in there obviously their names 
would have to be set up in the record. Is that correct? 

Mr. Lortis. Yes. 


REDUCTIONS IN CIVILIAN EMPLOYEES 


Mr. Wuirtren. The other question that I would like to ask really 
calls for something to be put into the record. 

On October 14, 1955, Secretary Wilson issued an order to the vari- 
ous services calling for reductions in civilian employees. Subsection 
J of that order provides the following: 

Such reductions are to be achieved to the maximum extent by attrition and 
without replacement by military personnel or substitution by contract operations. 

I have had several matters called to my attention, one of which is 
that budgetwise we established, as you present here, a given amount 
of money for the civilian employees of the Secretary’s Office. The 
military, however, which happens to be assigned to the Secretary’s 
Office, are paid by the military people. It means budgetwise we do 
not have the Secretary’s Office in a package before us. We have a 
letter from Mr. McNeil stating that he feels that there could be im- 
provement if such office could be held in one budget. In that connec- 
tion, I would like to see what the picture is. I would like for the 
Secretary’s Office to place in the record a comparison of the civilian 
employees in the office for the last 5 years with the military employees 
assigned to the Secretary’s Office for the last 5 years, the average grade 
and salary of the civilian employees and the average grade and salaries 
of the military employees. 

Mr. Lortis. Yes, sir. 

(The information is as follows :) 


OFFICE OF THE SECRETARY OF DEFENSE 


CivILiAN AND MILITARY PERSONNEL, FiscAL YEARS 1951-55 














Civilian 
| Average Average Average 
number grade salary 
anda - vel tea Le! 
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ER oi. cc cb congas eess aseess den dda ds ope | 1, 703 GS-7.8 $4, 964 
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on. cass~cecasacdeacupmhbihiee aad 1, 835 GS-8. 4 5, 831 
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Military 
. Average basic 
Average Avera 
ge grade y and 
number allowances 

eit acetate ——|-_—_| Ect aia 
Wienel wear 61. -.-.. 2... es RL | 699 | Lieutenant colonel__-- $7,711 
TS ins pnd Dea laasuusstkledessacsnecasenad ae ea Sibi tetas 7, 778 
I 8 o.  5e now nanan diet abe mens aieehe Zee Aeaane ines) Mksciarese 8, 026 
Fiscal year 1954__-__- aie oh wei is acknmas ieee oi agted aati a a tial ee | Ge tS bo. iow scacdas 7,916 
I is oh ccidvidieien ng ae Mensasbenes | 561 po st ea 8, 617 








Sea ae er 


3l 
WEAPONS SYSTEMS EVALUATION GROUP 


Mr. Foon. I just want to be sure with reference to the development 
of the weapons systems evaluation group. Now, of course, there is no 
doubt that it is a good idea, essential, and so on. That could not be 
intelligently debated, I hope. However, we are gunshy—at least I 
am—with regard to the creation of these new things as a matter of 
law. 

You know what happened to SAGE. You have heard all about 
SAGE. It is my opinion that there is no legal basis whatsoever for 
debatable long-term contract phase of SAGE and the spending of all 
that money. I think the Department shortcut the Congress by going 
to the Appropriations Committee to get the money, but we are pre- 
sented with a “fait accompli” at this late point in the game that it 
would not be in the best interests of the national defense to do any- 
thing about SAGE, with or without law, with or without contracts, 
or what have you. 

Now, that frequently happens in the Defense Department. They 
finally come around and say, “Well, maybe we were wrong, but—.” 
There is no good answer to that because the fellows who thought it up 
have usually gone someplace else by that time, or are working for 
General Motors and it does not do any good. They are out. 

Now, do you have authority in law to enter into these contractual 
relations? They are only little things now. It is only a small con- 
tract for X dollars, but next year and the next year this can become a 
Frankenstein, and they often ‘do. I donot say this is such a thing, but 
[am gunshy about it. This does not go to the merits of the evaluation 
committee, or the group, of course. 

You went to the Joint Chiefs. You understand that the Rockefeller 
Committee, with all of its majesty, does not amount to an act of Con- 
gress. While their ideas were good, in this case, and I agree with 
them, what is the law? 

Mr. Lorris. The authority under which the contract was entered 
into is contained in section 15 of Public Law 600, as I recall it, Mr. 
Flood, which gives all Government agencies the authority to enter 
into contracts with firms of consultants, engineering firms, on a nego- 
tiated basis. 

Mr. Froop. And you are aware that the legislative committee of the 
House has reported out what is known as the Vinson Act, largely deal- 
ing with procurement, speaking at least at this point against negotia- 
tiem in Government contracts and calling for bids, I do not know how 

far that will go with my friend Mr. Sheppard’s problem, but at least 
that is a new development. I am not. in agreement with it entirely 
insofar as it cuts distressed areas, but there it is. 

Now, in view of the importance of what this military systems 
evaluation group must do; in view of the fact that there is a legisla- 
tive committee here—even though you do have law—in view of what 
you propose to do down through the years with this thing, and = 
it is as important as the Roc kefeller Committee and you say it 
have you discussed this with the legislative committee of the Hacas 
before going any deeper with negotiations, dollars, or anything else, 
or do you just state that you do not have to bother ? 
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General ANnperson. We asked and received on September 16, 1955, 
a ruling from the Comptroller General that this contract was not 
contrary to section 638 of the Department of Defense Appropriation 
Act of 1956, Public Law 167, which was approved July 13, 1955. 
That, to my knowledge, is as far as it goes. 

Mr. Fioop. As of 11:45 this morning, that is a reasonably good 
answer, but did you ever hear of Mr. Vinson, of Georgia? 

General ANprerson. Yes, sir. 

Mr. Fioop. He is quite a man. Now, you know what is going on. 
I do not think you should hide behind what you just read me if his 
viscera and that of his committee will be upset by what is poten- 
tially an important, an extremely important, operation. They are 
against this kind of thing in that committee. Maybe not this, but 
they are against negotiated contracts that may develop into any 
magnitude. As of this morning this has not, but knowing you people 
like I do, I will bet you a hat that it will be before you are much 
older, and maybe it should. I do not care whether it does or not. 
But I do not want you to come back here, and say that in 3 or 4 
years, like the SAGE people did—“I know that we should not have 
done it, but look, we cannot stop it now. We are evaluating weapons.” 

There we are. I want to help you not to get into any more trou- 
ble than you have a genius for getting into, if it is unnecessary. 

General ANperson. Sir, Dr. Quarles, who was the Assistant Secre- 
tary of Defense for Research and Development, consulted with the 
two Committees on Government Operations and the two Committees 
on Military Affairs. These are copies of the correspondence. 

Mr. Fioop. How long ago was that? That must have been some- 
time ago. 

General Anperson. To Mr. Holifield, the letter was dated April 20, 
1955. To Senator McClelland, April 1, 1955. 

The list of those consulted were Senator McClellan, Representative 
Holifield, Representative Carl Vinson, Representative William Daw- 
son, Senator Saltonstall, and Senator Richard B. Russell. 

Mr. Fioop. I am impressed. The dramatis personnae there seems 
to be the varsity for that show. Have you talked to them about this 
Rockefeller suggestion? You did not talk to them about what is in 
Mr. Loftis’ statement this morning. You talked to them about the 
whole idea and they say it is good, and I agree with you. But now 
you are going into a new field. Before you get started on this nego- 
tiation of contracts which will get big in dollars with universities and 
learned societies you better be sure you know what you are doing before 
it is too late. Maybe a telephone call is all that is needed, but out of 
an abundance of caution, if for no other reason, do not do what the 
SAGE people did. I think they did it deliberately. I do not think 
you are. I think you just missed a little bet here and you should pick 
itup. It will save youalotoftrouble. Nobody is going to argue with 
this, I think. 

Now, Mr. Loftis, I direct your attention to that part of your state- 
ment that appears on the third page from the end, and the last para- 
graph. Do you indicate that you are going to have these people with 
the long hair, flat heels, who live in ivory towers, who live on univer- 
sity campuses, decide tactical and strategic military plans? Are you 
going to negotiate a contract with MIT or Yale, to talk about tactical 
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and strategic plans, an analysis of actual combat reports, studies and 
reports on the technical aspects of strategic planning ¢ I hey might 
do that, but are you not getting beyond the realm of the Ph. D.’s here 
at some point? That is none of their business; that is yours. 

General ANpErson. They are not going to make military plans, that 
is correct, sir. I would like to give an example. — 

This group right now is charged with evaluating the results of an 
air defense exercise which was held in the past December. 

Mr. Froop. Sagebrush ? 

General Anperson. No. 

Mr. Fioop. Something else ? 

General Anperson. Crackerjack. We will have the military work- 
ing with the analysts on this job. The military work right with the 
analysts and their purpose in being there is to see that military reality 
is observed. 

Mr. Fxioop. I am satisfied with that. This paragraph, the way it is 
written, indicates that you have a contract with MIT to do those 
things, and of course that would be nonsense. 

General ANnperson. That is absolutely right. But the operation is 
not entirely the MIT contract. 

Mr. Foon. I cast no aspersions against MIT, but I just picked them 
out of the field at that moment. 

General Anprerson. If the operation were entirely an MIT con- 
tract, there would be no point in my having anything to do with it. 

Mr. Fioop. I just wanted to be sure that you have something to do 
with it. 

General Anperson. Yes. I have a research director. The charter 
of this organization provides for a director who shall be military. 
There shall be a research director who shall be appointed by the Sec- 
retary of Defense with the advice of the director of the group—my- 
self—and subject to the general supervision of the director, he shall 
supervise and direct the work. 

In other words, he is under me. 

Mr. Fioop. I think I know. I just wanted the record to show what 
I think is so is so. 

That is all. 

Mr. Scrivner. May I make one observation? I want to be sure 
that the record is clear. The statement made by Mr. Flood relative 
to SAGE was not entirely factual. There was no bypassing of Con- 
gress as far as SAGE is concerned. That was authorized by the 
Armed Services Committee. The appropriations were passed by the 
House of Representatives and were approved by the Air Force Sub- 
committee panel. Congress was not bypassed on SAGE at all. 

There was a technical legal question as to whether or not the Air 
Force had authority to enter into contracts for operating SAGE. 

Mr. Fioop. I know. You are right. 

Mr. Scrivner. But that is not what you said for the record. 

Mr. Fioop. Let me correct it. You know what I meant. 

Now the record is clear, and we are even. 

Mr. Scrivner. I wanted to correct your statement. 

Mr. Froop. You have every right to. 

Mr. Lorris. Before you adjourn, may I ask permission of the com- 
mittee to review General Anderson’s statement very carefully for 
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security? There was some confusion when we were going on and off 
the record. 

Mr. Manon. That will be proper. 

Thank you very much. 

The committee will stand adjourned until 2 o’clock. 


Tuurspay, Fesruary 16, 1956. 


SALARIES AND Expeenses, Orrice or Pusiic AFFAIRS 


WITNESSES 


ROBERT TRIPP ROSS, ASSISTANT SECRETARY OF DEFENSE, LEGIS- 
LATIVE AND PUBLIC AFFAIRS 

PHILIP K. ALLEN, DEPUTY ASSISTANT SECRETARY FOR PUBLIC 
AFFAIRS : 

C. HERSCHEL SCHOOLEY, DIRECTOR OF PUBLIC INFORMATION 

J. R. LOFTIS, DIRECTOR, OFFICE OF ADMINISTRATIVE SERVICES 

J. A. WYLIE, DIRECTOR, BUDGET AND FINANCE DIVISION 

MAJ. GEN. ROBERT 8S. MOORE, SPECIAL ASSISTANT, OFFICE OF 
ASSISTANT SECRETARY OF DEFENSE, COMPTROLLER 


GENERAL STATEMENT 


Mr. Mauon. We will resume our hearing. We have before us a 
request for an appropriation for the Office of Public Affairs. Mr. 
Secretary Ross, do you have a statement to make? 

Mr. Ross. A short statement, with your permission. 

Mr. Manon. All right. Mr. Schooley, do you have a statement to 
make? 

Mr. Scuooiey. No, sir; Mr. Ross has our overall statement. 

Mr. Manon. Proceed, please. 

Mr. Ross. Mr. Chairman and members of the committee, I have 
with me the Deputy Assistant Secretary for Public Affairs, Mr. Philip 
Allen; and is Sewer of Public Information for the Department of 
Defense, Mr. C. Herschel Schooley. 

With your permission I will proceed to read this statement. 

Mr. Chairman and members of the committee, I am appearing be- 
fore you in support of $450,000 to provide for the operation of the 
Office of Public Affairs for fiscal year 1957. This amount will allow 
us to operate with the same personnel as we have this year. As the 
Assistant Secretary of Defense for Legislative and Public Affairs, 
part of my responsibility is to advise and assist the Secretary of 
Defense by establishing policies and systems necessary for the effec- 
tive and economical operation of and the supervision over all agencies 
of the Department of Defense in the field of Public Affairs. This 
part of my responsibility is shared by my Deputy for Public Affairs, 
Philip K. Allen. 

In 1954, there was established a Public Information Coordinating 
Council, under the chairmanship of the Deputy for Public Affairs, 
comprised of the Chiefs of Information of the separate services, whose 
function is to help solve the tremendous amount of policy matters 
relating to the public information activities of the Department of 
Defense on the national level. 
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Under Reorganization Plan No. 6, the Office of Public Information 
was redesignated as the Office of Public Affairs, and its functions were 
regrouped into three broad categories: 


PUBLIO INFORMATION 


Provides service to the public through all public information media, 
such as the press, magazines and books, motion pictures and still 
photographs, and radio and television networks and stations. This 
office also provides information service to Members of Congress and 
to other branches of the Government. The Press Branch, in which 
all services are represented, operates on a 24-hour basis to render im- 
mediate service on inquiries from the press and the public. The 
Pictorial, Radio-Television, and Magazine and Book Branches give 
continuous service to publishers, editors, motion-picture producers, 
writers, photographers, commentators, correspondents, and others 
concerned with the dissemination of information to the public. The 
continuing public interest in the various aspects of national defense 
imposes an increasingly heavy workload on the various branches of 
the Office of Public Information. 


SPECIAL ACTIVITIES 


Provides services to the public directly or through public officials 
or organizations representing the public. This office serves as the 
Department of Defense liaison to all ni ational organizations, inelud- 
ing the major veterans’ organizations which have a direct interest in 
the Armed Forces; arranges, on request, speaking engagements for 
Department of Defense and service officials; prepares material for 
use in public addresses; furnishes information material in answer to 
requests from organizations and individuals, as well as Members of 
Congress ; conducts civilian orientation programs, briefings, and spe- 
cial informational projects; and implements Department of Defense 
policies governing participation of Armed Forces bands, troops, air- 
craft, and exhibits in public events and other activities in the civilian 
domain. 


SECURITY REVIEW 


Related to the widespread interest in DOD activity is the problem 
of giving to the public all information which can be released without 
jeopardizing the Nation’s security. The technological developments 
in a number of weapons and weapons systems place an increasingly 
important responsibility on this office to provide for the flow of legit- 
imate information to the general public within the limits of national 
security. 

I wish to emphasize here that the activity of the Office of Public 
Affairs is not a one-way effort. Although the media branches of 
the Office of Public Information prepare information and material 
as desired by the offices of the Department of Defense, the bulk of 
the work is generated by the media world, the public, the Congress, and 
the military services. 

Likewise, a large portion of the workload of the Office of Security 
Review comes from the civilian domain and the services in the form of 
proposed news releases, magazine pieces, photographs, films, speeches, 
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advertising, and other informational matter, pertaining to the De- 
partment of Defense, which has been prepared for publication or other 
outside use. Additionally, this Office is responsible for reviewing for 
security, transcripts of testimony of Defense representatives before 
congressional committees which are to be released to the public. 

The Office of Special Activities deals principally with matters gen- 
erated externally. The branches of this Office are concerned with the 
evaluation of, and the initiation of appropriate action on, requests 
from the public and the Congress for various forms of Armed Forces 
assistance and participation in public events. 

In accomplishing the mission of the Office of Public Affairs, the 
fundamental approach in carrying out the day-to-day activities is 
that I believe it is vital to the survival of this country that there be 
a fully informed Congress and public. Toward that goal, we con- 
tinually exercise every effort to make all information in our possession 
available, consistent with national security, and are constantly work- 
ing to maintain and improve the means and methods requisite for a 
free and full flow of information. 

That is the conclusion of my statement, Mr. Chairman. I will be 
glad to answer any questions that I can. 

Mr. Manon. Is this substantially the correct sum, you think, for 
this particular office ? 

Mr. Ross. We think we can perform our mission and our functions 
with this amount of money ; yes, sir. 

Mr. Manon. In fiscal year 1956, the current fiscal year, are you 
working in about this framework ? 

Mr. Ross. The same level; yes, sir. 


PAY INCREASE 


Mr. Manon. How did the pay increase affect you ? 

Mr. Ross. This amount requested provides for that. Last year 
the Congress appropriated $420,000. The addition will approximate 
the amount of the pay increase. 


JUSTIFICATION OF THE ESTIMATES 


Mr. Manon. We will insert certain portions of the justifications 
in the record at this point. 
(The information is as follows :) 


ORGANIZATION FOR PUBLIC AFFAIRS 


Under Reorganization Plan No. 6, the Office of Public Information was redesig- 
nated as the Office of Public Affairs in the Office of the Assistant Secretary of 
Defense for Legislative and Public Affairs. To provide for maximum effective- 
ness, the functions of the Office of Public Affairs have been regrouped into three 
broad categories: 

Public information.—Provides service to the public through all public informa- 
tion media, such as the press, magazines and books, motion pictures and still 
photographs, and radio and television networks and stations. This Office also 
provides information service to Members of Congress and to other branches of 
the Government. The Press Branch, in which all services are represented, 
operates on a 24-hour basis to render immediate service on inquiries from the 
press and the public. The Pictorial, Radio-Television, and Magazine and Book 
Branches give continuous service to publishers, editors, motion-picture producers, 
writers, photographers, commentators, correspondents, and others concerned 


with the dissemination of information to the public. The continuing public 
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interest in the various aspects of national defense imposes an increasingly heavy 
workload on the various branches of the Office of Public Information. 

Special activities.—Provides services to the public directly or through public 
officials or organizations representing the public. This Office serves as the De- 
partment of Defense liaison to all national organizations, including the major 
veterans’ organizations which have a direct interest in the Armed Forces; ar- 
ranges, on request, speaking engagements for Department of Defense and service 
officials ; prepares material for use in public addresses; furnishes informational 
material in answer to requests from organizations and individuals, as well as 
Members of Congress; conducts civilian orientation programs, briefings, and 
special informational projects; and implements Department of Defense policies 
governing participation of Armed Forces bands, troops, aircraft, and exhibits in 
public events and other activities in the civilian domain. 

Security review.—Related to the widespread interest in DOD activity is the 
problem of giving to the public all information which can be released without 
jeopardizing the Nation’s security. The technological developments in a number 
of weapons and weapons systems place an increasingly important responsibility 
on this Office to provide for the flow of legitimate information to the general 
publie within the limits of national security. 


Analysis of fund requirements 

















| Actual Esti | | Esti 
:* J ‘ “RoR ‘stimate, | Estimate, = 
fiseal year | Per fiscal year | Pe | fiscal year | Per- 
1955 | cent 1956 cent 1957 cent 
sieaticianliad Pet alk Nida acts 
CRE RNs sn ctaisdcdk dun cconnen $366, 137 76 $368, 500 82 $364. 300 81 
EE te citidinds Jb tue cebsinatiamnha kn chanel 10, 388 2 12, 000 3 13, 500 3 
Other: | 
Transportation of things__--......-.-- 3, 754 3, 500 3, 500 
Communication services. - -- - -atendule 26, 047 26, 000 26, 000 
Rents and utility services..........-.. 360 200 200 
Printing and reproduction _.........-- 8, 350 2 5, 000 15 5. 000 | 16 
Other contractual services _._._..__-- 18, 592 10, 000 10. 000 | 
Supplies and materials_.. ----_- bitadbs aks 16, 875 13, 000 15, 000 | 
Equipment. ..........- ivekwaetaiiiskaty 20, 990 8, 800 12, 000 | 
Taxes and assessments-_-...-....------ 502 500 500 | 
aunts ness EEE — — 
Dei de itbnccacketinetscaacusmend 471, 995 100 447, 500 100 450, 000 100 


| 


A reduction of approximately $4,200 is in personal services for fiscal year 
1957 as a result of a decrease of approximately 3 man-years in average employ- 
ment due to reductions in civilian personnel during the first half of the current 
year. An increase of $1,500 is proposed in travel to provide for increased cov- 
erage of military operations in the field. 

Funds for supplies and materials and for equipment have been increased 
$2,000 and $3,200, respectively, to provide for the replacement of photographic 
equipment and materials, which have been deferred this year. 


Analysis of staffing requirements 














Employment, Dee. 31, 1955 ee ee nt, 
Civilian | Military | Total | Civilian | Military} Total 
Deputy Assistant Secretary for Public 
I a NN le AE Na Detain 5 Re chcittes 5 
Office of Public Information: 
a. i 6 dinoboeonsd 19 6 25 19 6 25 
Radio-television Branch............---| 1 4 5 1 4 5 
RG SIU hi aioe walls ated 11 9 20 11 9 20 
Magazine and book branch....-.-.---.- Or 3 3 1 4 
Office of Special Activities: 
Joint Civilian Orientation Conference. 1 5 6 1 5 6 
National Organizations Branch. ------ 3 2 5 3 2 5 
Special Events Branch...............- 3 3 6 3 3 6 
IE MMIII fo 5 ino dbetiesanasenen 2 2 4 2 2 4 
Office of Security Review_------..-------- 7 14 21 7 16 23 
WE Notedecclistcicseusneanbasaces 55 45 100 55 48 103 
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OFFICE OF SECURITY REVIEW 


Mr. Manon. Are you handling transcripts of military witnesses be- 
fore the Appropriations Committee this year as you did last year? 

Mr. Ross. Yes, sir. 

Mr. Manon. Do you go through all those transcripts ¢ 

Mr. Ross. Our Office of Security Review reviews all transcripts 
where it is indicated that they will be released to the public and where 
we are requested to do so. 

Mr. Manon. We had Secretary Quarles before us, among other 
witnesses, recently. He testified for about a day on guided missiles. 
So much of it was of a secret nature we asked them to go through it 
and segregate the security material from the nonsecurity material. 
Did you go through that ? 

Mr. Aen. I believe it is in the office now, sir. 

Mr. Ross. It is being reviewed now, probably. 

Mr. Manon. You and I well know that practically everything is 
yublished these days except the most intricate technological matters. 

Ve have been arguing this for years. I think we go entirely too fai 
on it. I do not find it possible by arguing across the Appropriations 
Committee tables to do much about that. 

We have, from the press world, those who say that the whole story is 
not being given. I do think maybe there has been some room for 
criticism, but I do not think anyone wants you to make available to 

the world—and when you made it available to the American public 
you make it available to the Soviet Union and everybody else—infor- 
ination of a technical nature which would help the opponents of this 
country. I think we do that all the time. 

Of course I realize in a free country where we have freedom of the 
press you are going to have a certain amount of that. What is your 
reaction to that? 3 

Mr. Ross. That is a problem which concerns us greatly in the De- 
fense Department. It is a recurring problem. Frequently we have 
news stories and magazine pieces written by scientists who write arti- 
cles containing a great deal of information, much of it based on specu- 
lation. It comes awfully close to being accurate, but officially we are 
limited, for security reasons, from either confirming it or denying it. 
Therefore, as Dr. Quarles may have testified up here to certain facts 
which were accurate, although that information may have been pub- 

lished in a magazine piece by some scientist, yet as far as the Defense 
Department is concerned it may be that that particular information 
is still classified. 

Mr. Manon. I see what you mean. We read in the periodicals of 
the day all sorts of secret and classified information. Yet when we 
have these hearings you at times withhold information from the 
printed record which in a sense it would seem that Members of Con- 
gress who act on this problem should have. I do not mean you with- 
hold it from the members of this committee. It is made available 
through many channels, but from the source from which they would 
like to have it they do not have it. 

Mr. Ross. We certainly try not to withhold anything that would 
not prejudice our national defense. We are confronted with the prob- 
lem of having a speculative matter confirmed officially, thus giving 
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a potential enemy information which he would be getting in these 
magazine pieces by unauthorized spokesmen. 

Mr. Manon. From time to time it is said: 

“A spokesman from the Pentagon, whose name was withheld, said 
so and so.” 

Mr. Ross. We sometimes try to find out who those spokesmen are, 
and we cannot find out. 

Mr. Manon. You have nothing to do with the screening of speeches 
that are made by Defense officials ? 

Mr. Ross. Our Office of Security Review does; yes, sir. 

Mr. Manon. Off the record. 

(Discussion off the record. ) 


LIMITATION ON FUNDS 


Mr. Manon. Section 624 of the act last year, which apparently 
would be section 620 this year, provides : 


Funds provided in this act for public information and public relations shall not 
exceed $3,510,000. 


That figure would be for 1957. The figure for fiscal 1956 was $3,27,- 
000. There is some increase there. Does anybody here know about 
that overall figure ? 

Mr. Lorris. Mr. Chairman, the increase covers the civilian and mili- 
tary pay increases authorized by the Congress last year. There is no 
increase in personnel as such. 

Mr. Manon. What do you have to do with that figure and with ex- 
penditures outside of the request you have here for $450,000 ? 

Mr. Ross. May I answer that? 

Mr. Manon. Yes. 

Mr. Ross. Our office has no control over the expenditures of money 
by the services. The limitation is placed on that by the Congress, and 
the control is in the hands of the Comptroller. The services report 
to the Comptroller on their expenditures, while we only control the 
expenditures of our own immediate operation. 

Mr. Manon. General Moore, could you make a contribution on this? 

General Moore. Yes,sir. Once that limitation is imposed, you sub- 
tract from it the amount authorized to be expended by Secretary Ross, 
including the amount required to pay the military personnel in his 
office. You subtract that amount from this limitation and divide the 
balance three ways and allocate it to the services. Then they cannot 
exceed the amount allocated to them. They must live within their 
shares of the limitation. 

Mr. Manon. Is the limitation applied to civilian personnel only? 

General Moorr. It is applied to civilian and military personnel. 
Once they are employed on this work their pay must be computed and 
they must live within the limitation, including pay of the military 
as well as civilian personnel. 

Mr. Forp. Would the chairman yield? 

Mr. Manon. Yes. 

Mr. Forp. What kind of cost-accounting system do you have? Is it 
anywhere near accurate, or is it devised to circumvent restrictions ? 

General Moorr, They are required to report all of the costs includ- 
ing the cost of military personnel as I have stated. They do report 





40 





me such costs. I have heard it alleged that it is very, very difficult, if 
me not impossible, to effect a precise accounting, because in so many in- 
ae stances people are employed part time on this job. L 

It has also been alleged that it cost more to administer this limita- 
tion than it is worth. . In that connection there always comes up the 
definition of “What are we forced to charge against this limitation?” 
A great deal of testimony has been given on the definition. 

Mr. Muuzr. Do you charge up just the base pay, or do you include 
allowances and all that ? 
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Mr. Miter. In the case of uniformed personnel do you base this 
on their base pay, or their base pay plus rental allowances and so on? 


Bi General Moore. Well, you are supposed to charge to this limitation 
as all of the costs of the personnel for the period they are employed on 
i this activity. 


. How do you do it? 
4 General Moorr. In determining the cost of military pay and allow- 
ee ances for services performed by military personnel, the principles 
and procedures for computing standard military compensation rates 
as outlined in instructions issued by the Assistant Secretary (Comp- 
troller) are used. These rates are established as weighted averages 
of pay and allowances combining factors for basic pay, basic allow- 
ances for subsistence and quarters and other allowances. 
Mr. Manon. Gentlemen, are there any further questions? 


SPECIAL ACTIVITIES 


Mr. Sueprarp. I notice reflected in the justifications, on the second 
item, assistance in preparation of speeches and articles. 

: From your response to the chairman I was under the impression 
5 that not all of the speeches that are made by the military, and per- 

4 haps civilians, are prepared in your Department; is that correct or 
incorrect ¢ 

Mr. Ross. From what point in the statement are you reading? 

Mr. Suepparp. I am looking at the title in your appropriations 
fe justifications, reflected under tab 2 on the back of page 3. 
$ Mr. Ross. On the back of page 3? 

Mr. Suerprarp. That is right. 

Mr. Ross. To explain it to you, we do provide assistance in the prep- 
aration of speeches for members of the Office of the Secretary of De- 
fense, but not as a normal thing for the military departments. I 
refer to the immediate office of the Secretary of Defense. 

Mr. Sueprarp. In other words, the control factor, if there is a con- 
trol factor over the speeches, is somewhat parallel with the letter 
that the chairman referred to, and is not vested from a responsibility 
point of view in your office? 

Mr. Ross, Yes, sir; it is; through the Office of the Security Review. 
& All speech material or all informational material, before being re- 
a leased to the public has to be submitted to this office, through the 
‘ Office of Security Review. 

Mr. Suepparp. Then in reviewing a speech, hypothetically prepared 
by General Jones—I am just using the name, of course—— 

Mr. Ross. Yes. 
ri Mr. Suepparp. It would merely be reviewed for the security aspect 
e and nothing else? 
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Mr. Ross. No, sir. 

Mr. Suerparp. What I am trying to do is define exactly what part 
in this speech operation you gentlemen play. That is what I am try- 
ing to get at, to have it decal defined so that when a responsibility is 
sought we will know what source to go to. 

Mr. Ross. We do review it for security. We also review it beyond 
that to try to make certain that the speeches prepared and delivered 
by service representatives do not reflect a discredit on a sister service. 

Mr. Sueprarp. Do you also review it for its political significance, 
by inference or otherwise ¢ 

Mr. Ross. Not as a normal thing; no, sir. 

Mr. Suerrarp. Why not? You are not supposed to be in politics 
any more than you are supposed to be in a misquotation of other facts. 

Mr. Ross. That is generally understood by all the people in the De- 
fense Department. I do not think they write any politics in their 
speeches. 

Mr. Suepparp. How many of them have you read after they have 
been given ? 

Mr. Ross. I have read very few, after they have been given. 

Mr. Suerprarp. In other words, a speech, if it is adhered to in its 
completeness, after it leaves your office, would be one thing. 

Mr. Ross. Yes, sir. 

Mr. Suepparp. As it is interjected into by the person or individual 
handling it, it might be an entirely different situation. 

Mr. Ross. Yes, sir. 

Mr. Suepparp. But he is still using the medium to accomplish the 
end result, is he not, if he digresses ? 

Mr. Ross. Yes, sir. 

Mr. Suepparp. How many major speeches were made by the military 
last year? Have you any approximate idea? I mean major speeches. 

Mr. Ross. I have no figures on. that with me, sir. 

Mr. Suepparp. Would 234 be exaggerated ? 

Mr. Ross. I cannot even estimate, sir. 

Mr. Auten. Would you like to have us supply that figure, sir? 

Mr. Suerparp. I think it might be interesting. 

(The information is as follows :) 


The Office of Public Affairs, through its Office of Security Review processed 
approximately 1,200 speeches in 1955. Of this total, the texts of 240 major 
speeches were released to the press and other media by the Office of Public Infor- 
mation. The breakdown of this figure is as follows: 














Military: Civilian: 
ROOT stacks cad ncncardiny 40 I cs capstan Sele daca 43 
+ EEE ep ET a Te 19 ise ak acne atin 24 
BE BOCCG sie eee dee eee 26 ID iinet cctcicoatcepeetineen 23 
i As 4 is Aen edness 13 Re dal Sone tee 52 
aOR sisi wie thon 98 CI bole sats Accent the 142 
Rc a pavdsuinid tamusbenan ts 240 


Mr. Suepparp. In other words, if all of these speeches are to be 
cleared for security purposes, this would give us a pretty good idea of 
the workload in your office, aside, of course, from magazines and vari- 
ous and sundry things in that field. I am addressing myself in my 
interest at the moment to the fact that my information was that there 
were approximately 234 major speeches made in the last fiscal year by 
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the military. I do not have the count on the civilians, meaning the 
civilians in the speech category, such as Assistant Secretaries, Secre- 
taries, and so forth. 

Do you have any tabulated memorandum in your office that keeps 
abreast of how many speeches are turned out? 

Mr. Ross. I am not sure we keep a tabulation, but we will try to get 
it if we do keep a tabulation. 

Mr. Suepparp. If it is available without spending too much time in 
research I think it is something we could take a look at. 

Mr. Forp. Off the record. 

(Discussion off the record.) 


WORKLOAD 


Mr. Suerrarp. You do have a decided workload that is inherent in 
your office in the proportion of speeches that are made aside from 
correcting of the record and proofing and various and sundry other 
things. You said your total personnel was how much to cover the 
waterfront in your workload? How many actual people do you have 
covering this entire field ¢ 

Mr. Ross. 100 covering the 3 areas of our activity. 

Mr. Suerparp. That is a very interesting answer. What are the 
average work hours of those individuals? 

Mr. Ross. What are the average work hours? 

Mr. Scuootry. The average work hours of the people on something 
less than a supervisory capacity are probably the prescribed Govern- 
ment workload of 40 hours per week. Rising above that they would 
probably go, in supervisory capacities, maybe to 54, or 60, or some- 
thing of that kind. 

Mr. Suepparp. Do you find yourself in an overtime category at all? 

Mr. Scuoorey. Sir? 

Mr. SHeprarp. Do you find yourself in an overtime category at all? 

Mr. Scuootry. Well, myself 

Mr. Suerrarp. I am speaking about the shop as a whole. 

Mr. Scuoo.ey. I work 6 days and oftentimes on the seventh, when 
we have an emergency situation or something of that kind. 

Mr .Suerrarp. The point I am trying to reach, gentlemen—and 
perhaps I am going about it improperly—is the fact that I would 
believe that the proofing of the speeches which are made would be 
something that perhaps special attention would be given to, because 
of the prominence of the individuals making the presentation as com- 
pared to an ordinary run of the mill operation. Aside from that, you 
are responsive to the press and to magazine representatives, et cetera ; 
are you not? 

Mr. Scuoo.ey. At all times; yes, sir. 

Mr. Sueprarb. Have you any manner or any means by which you 
can tell this committee, completely aside from the military proofin 
and military preparation nee such, including civilian secretaries an 
that level, approximately how many calls per day or per 30 days or 
per 6 months you have had in that field? Go on over into the great 
field of the so-called reporters, both magazines and radio and tele- 
vision, and so forth. 
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Mr. ScHootry. Yes, sir. Sometimes we keep precise records for a 
particular period, a day or a week, in order to have a spot check on 
some of the figures. 

Mr. Suerparp. As a result of your spot checking, what amount of 

calls per 30 days, if you can give it to me, would be a reasonable 
average? Please keep in mind that I am just talking about magazines, 
press, “and that type of operation ; not the military speeches. 

Mr. Scwootry. Yes, sir. I would say, just recalling some round 
figures, as a result of 1 recent test, where our press office alone handled 
more than 200 per day for a normal workday, and on the basis of 25 
days for an average work month, that would be in the neighborhood 
of 5,000 such contacts and inquiries of different relationships with 
press mediums in a month. 

Mr. Sueprarp. Those calls are all time consuming. 

Mr. Scuootry. All time consuming; yes, sir. 

Mr. Sueprarp. Your total there was about 5,000? 

Mr. Scuootry. Yes, sir. 

Mr. Suepparp. Do those interviews average 10 minutes or more? 

Mr. ScHootey. Well, the average would be more than 10 minutes, 
Mr. Sheppard, because sometimes it might be a phone call that might 
just take a minute or two and other times it might be an exhaustive 
sort of thing that might take an hour. I would say the average would 
exceed 10 minutes. 

Mr. SuHerprarp. What I am trying to drive at, so far as I am con- 
cerned at the moment, gentlemen, is your workload. Very frankly, 
from the mathematics we have presently discussed, though I admit 
they are not finalized 

Mr. Scuoorey. Yes, sir. 

Mr. Suepparp. But to the degree we have discussed them percentage- 
wise I would be inclined to think that your staff, giving a the benefit 
of being extremely competent—and I w ‘ant to do that 

Mr. Scuoo.ery. Yes, sir. 

Mr. Sueprarp. Has got a load where you cannot properly scrutinize 
these speeches for all the aspects involved in them, unless you slight 
one aspect. 

How do you make the grade with that kind of workload ? 

Mr. Ross. I think my answer to you would have to be you are right, 
sir, in all the aspects. We try to do the best job we can. 

Mr. Suerparp. That is what I was really reaching for. In other 
words, it is one thing to become sensitive to or critical of an issue 
or a function if one does not delve into the basic cause and effect. 
While there have been some things emanating from this operation 
. have not been happy about, before I become excessively critical I 

vant to know exactly what you have available to correct that within 
ia organization, manpowerwise. If you have it, then I expect 
the nth degree of efficiency. If you do not have it and have to spread 
yourself so thin; then I can see that 20 percent, or 10 percent, or 5 
percent, or whatever it may be, is chargeable against the workload 
aspect, because you have a certain availability from an application 
of manpower. I do not care what walk it is in. 

Is that a correct assumption or an improper one? 

Mr. Ross. I think, Mr. Sheppard, that we are doing what can be 
considered a satisfactory job. We are human. We do slip up. 
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With regard to the speech referred to, for example, every person 
in the Pentagon knows that he would not say anything that is going 
to reflect discredit on the Congress. Had it come to Mr. Allen’s 
attention, ere! or had it come to mine, and had we had time, 
we would have caught that. Some of the people in the Office of Se- 
curity Review did not attach any significance to it. - 

Mr. Sueprarp. Well, that could be due to two things. It could 
be due to the fact that the person making the review did not have 
the time to review it and analyze it in its application, or to the fact 
that he did not know the working and application to the degree of 
refinement necessary. That is all there is to it. 

What I was trying to determine was whether or not, when you con- 
sider your workload, you have enough personnel to do the kind of 
job which apparently the Congress expects of you; and I do not think 
you have answered that. 

Mr. Ross. Well, I do not know if I can answer it, Mr. Sheppard. 
We are doing a good job, we feel. 

Mr. Suerrarp. With what you have to do it with? 

Mr. Ross. Yes, sir. 

Mr. Suepparp. That it all. 

Mr. Manon. Mr. Norrell ? 

Mr. Norretyi. Mr. Chairman, I frankly admit that I do not under- 
stand the workings of this particular department, but I do not believe 
I have any questions which I desire to ask at this time. 

Mr. Manon. All right. Mr. Riley? 


AVERAGE EXPERIENCE OF PERSONNEL 


Mr. Rizry. Mr. Secretary, could you give us some idea of the av- 
erage experience of the people who work under you, sir? About how 
long have they been in your Department, and just what constitutes 
their experience ? 

Mr. Ross. Mr. Allen is the Deputy Assistant for Public Affairs. 
If I may, I will let him tell of his experience. 

Mr. Auten. Mr. Riley, I have been acting as Deputy only since the 
3d of January of this year. Would you like for me to go back in my 
experience, or would you like to have me talk a little about the people 
who work with us? 

Mr. Rizr. I am more interested in the people who are working 
there. I feel I know essentially about your qualifications. 

Mr. Auten. Since we are talking about the Security Review Branch, 
Mr. Edgerton, who is the Director, has been there since 1940, Per- 
haps, however, Mr. Schooley could fill in and do a quicker job than I 
on Mr. Edgerton’s experience. 

Mr. ScHootrey. To complete the reference to Mr. Edgerton, he was 
working on the Evening Star in 1940 when he was called to active 
duty as an Army officer. Since that time he has devoted 16 years to the 
security-review process and we consider him to be the best in the 
business. He has lived with it continuously, as an Army officer and, 
subsequently, as the Defense Security Review Chief while still on 
active duty in the Force, and in the past few years he has continued 
on with us as a civilian. He has devoted these past 16 years in trying 
to review all kinds of matter submitted for publication and trying to 
keep it clean, securitywise. 
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The head of the Press Branch is Hunt Clement, Jr., who has been 
covering news since his assignment to the White House, during the 
Coolidge administration, for the United Press. He has been an editor 
in Greensboro, N. C., and in Chattanooga, has worked for the New 
York Times and has held other editorial positions which give him an 
excellent background. 

Briefly, those are the general professional backgrounds of two key 
officials, but they are illustrative, if that covers your point. 

Mr. Rirey. I would like to have some information as to the people 
who work under them, and who serve as their assistants. 

Mr. Ross. May I ask, Mr. Riley, that Mr. Schooley tell you of his 
experience? He is Director of Public Information. 

Mr. Ritey. I would be glad to hear it. 

Mr. Scucotey. I would be glad to do that, and I will summarize 
that one hastily. 

I graduated from the School of Journalism at the University of 
Missouri in 1925, and I have been continuously in the news business 
since that time as a country newspaper editor, reporter, and writer 
with all kinds of responsibilities, and as a college teacher of journalism. 
Since 1943 I have been in Government information organizations, 
through the war years as a public relations officer in the Navy, and 
since Mr. Forrestal set up a coordinated information program in 
1948, I have been on duty in the Defense Department, and have served 
under all five of the Secretaries of Defense. 

Mr. Ritry. Are you consulted about the people who work under 
you in making the selections as to who they are, and evaluating their 
qualifications ? 

Mr. Scuootry. Yes, sir; we seek professional competence and su- 
perior ability to the best of our capacity, in selecting the limited 
numbers of people who work with us. 

Mr. Rirry. Most of them have been there for several years or 
more? 

Mr. Scuootry. Most of them are veterans of our activity; that is, 
on the civilian side. The military people who work with us are, of 
course, subject to the rotating processes of shorter assignments. 

Mr. Ritxy. Their average assignment would be a couple of years? 

Mr. Scnootry. The average is 3 years, ordinarily, in this particular 
peacetime period. 

Mr. Ritey. Thank you, sir. 

Mr. Forp. It is my recollection that last year as the result of a 
certain incident a policy was instituted directed at the removal of 
any military man as the head of a public information office in either 
of the three services. Am I correct in that assumption ? 

Mr. Ross. Mr. Ford, the Secretary of Defense issued a memo- 
randum to the service Secretaries requesting that they make a review 
and analysis of their operations with the view toward replacing their 
military man with a civilian as Chief of Public Information. Such 
a review and analysis was made and the service Secretaries deter- 
mined that it would be better to retain a military man as Chief of 
Public Information, and therefore the substitution or the change 
has not been effectuated. 

Mr. Forp. In other words, we will continue to have military men 
heading up the respective public information offices in the three 
services ? 
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Mr. Ross. I expect that we will have. We do have them today. 
Mr. Forp. That is all, Mr. Chairman. 


CLEARANCE OF NEWS ARTICLES 


Mr. Miter. One of the things which concerns me, Mr. Secretary, 
is the fact that it is generally assumed that when releases and press 
reports come out from high Defense Department or military authori- 
ties, that they have been screened and that they are approved. Very 
often things that seem to be quite contrary to the official thinking— 
at least the official thinking as we hear it here on this committee— 
come out and nothing is ever said about it. They are accepted by 
the general public as completely so. 

You may remember that 2 or 3 years ago this committee was de- 
nounced, some of us, for betraying military secrets on the record 
after the written record had been gone over, I do not know how many 
times, by all the witnesses and cleared by the Department of Defense. 

Just the other day the Baltimore Sun carried a front page story with 
a headline saying, “Missiles Chief Resigns; Cites Need of Haste.” 
Then the article goes on to give some direct quotes. However, to 
briefly summarize it, it said that Mr. Gardner had resigned because of 
the lack of money for the guided missiles program. However, a few 
days later he came before our committee anil assigned entirely different 
reasons and admitted that there is enough money for the guided 
missiles program. However, this has gone out all over the country as 
an uncontradicted statement. If you are not going to follow these 
things through, it seems to me it would be better to do nothing and just 
let it be known that everyone is shooting on their own. 

I would like to give you this article for your examination. 

Mr. Ross. Thank you, sir. 

Mr. Mitrrr. I have heard no contradiction of it anywhere, except 
behind the closed doors of this committee. 

Mr. Manon. Mr. Gardner is now a private citizen and they have no 
control over him in the Pentagon. 

Mr. Mitier. But he was not at that time. 

Mr. Ross. Well, Mr. Miller, this is an article written by an individ- 
ual reporter. This is an assertion of his own. 

Mr. Miter. But he is a very reputable reporter and he would be the 
first one to admit a mistake. I do not hold any particular brief for the 
Baltimore Sun just because it comes from my State, but it is a very 
well thought of publication. That article appeared on its front page, 
and there has been nothing to come from the Pentagon or from Mr. 
Gardner or anyone else saying that is not the case. Yet, we hear in 
this committee that it is not so. 

Mr. Scnoorry. Mr. Miller, if 1 might interject on this particular 
matter, Mr. Shaw, who wrote this for the Baltimore Sun, wrote the 
article after sitting in a press conference with Mr. Gardner for some 
30 or 35 minutes, during which time Mr. Gardner reviewed the reasons 
for h*s resignation. This story is a summary of what Mr. Shaw 
thought Mr. Gardner was saying at this news conference on. that 
particular day. 

Mr. Miuurr. I agree with that, but after all, there has been no 
contradiction of it. It is still there. 
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Mr. Ross. Mr. Miller, we certainly do not have the facilities in the 
Defense Department to answer every reporter who writes an artic ‘le 
and states his own opinion or speculates with regard to a matter. We 
do not attempt to do that. Now, Secretary Wilson and Secretary 
Quarles and other officials of the Defense Department have said time 
and again in public speeches that we do have sufficient funds for our 
research and development program, and if we do not have them, they 
will request them, and the Congress will give them to us. 

That was the position of the Department of Defense. So, we just 
cannot attempt to answer each published statement. 

Mr. Miter. I realize you cannot, but as long as it is considered by 
the public that when high Defense Department officials make state- 
ments that they are screened through your office, I think, maybe, we 
would be better off if we had no censorship at all ind let them stand 
on their own feet. 

Mr. ScHootry. This one was not screened through our office. 
There is no requirement that a reporter submit his material to the 
Department of Defense. 

Mr. Mriuter. Well, certainly not, but on the other hand I do not 
suppose you are insinuating that the reporter deliberately misrepre- 
sented the situation. 

Mr. Scuooiey. No, sir. 

Mr. Mitier. When things like that happen, would it not be desir- 
able to call the reporter’s attention to the fact that he made an error? 
I think he would write a story the next day correcting the error. I 
certainly just do not see what you accomplish because it is like a 
barrel that does not leak except you put a hole in the bottom of it. I 
see nothing to be gained by having 50 people screening a lot of 
speeches and then have all this stuff come up and there is suahine said 
about it. That is all, Mr. Chairman. 

Mr. Manon. Mr. Ostertag / 

Mr. Osterrac. No questions. 

Mr. Davis. Mr. Chairman, I have one general question. 


COORDINATION OF PUBLIC INFORMATION 


What degree of oversight or supervision does your office exercise 
over the offices of public information for the three branches of the 
services ? 

Mr. Ross. In establishing and coordinating policy, and in trying to 
make every effort to see that overall policy is carried out. 

Mr. Davis. You establish certain broad guidelines that the *y must 
all follow ? 

What degree of policing—if that is the right word—are you able 
to maintain / 

Mr. Ross. We do not do much policing. 

Mr. Davis. Once you have established the general guidelines you 
do not worry about it too much until alien blows up and then it 
comes to your attention in that way; is that right? 

Mr. Ross. No, sir, Mr. Davis; that is not correct. We established 
over a year ago a Public Information Coordinating Council, on which 
the chiefs of “public information in the various services are members. 
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They meet weekly and discuss policy problems, as well as the opera- 
tional problems, at which time our office provides advice and guidance. 
Mr. Davis. That is all. Thank you. 
Mr. Scrivner. Off the record, 
(Discussion off the record.) 
Mr. Manon. Thank you very much, gentlemen. 
Mr. Ross. Thank you, Mr. Chairman, and thank you, gentlemen. 


Tuurspay, Frsruary 16, 1956 
INTERSERVICE ACTIVITIES 
Cuaims, DEPARTMENT OF DEFENSE 
WITNESSES 


COL. THOMAS D. WOOD, USAF, CHIEF, CLAIMS DIVISION, OFFICE 
OF THE JUDGE ADVOCATE GENERAL 

J. A. WYLIE, DIRECTOR, BUDGET AND FINANCE DIVISION, OFFICE 
OF THE SECRETARY OF DEFENSE 


Mr. Manon. Gentlemen, we will proceed with the next item. 

Will you please identify yourself for the record, Colonel ? 

Colonel Woop. Mr. Chairman, I am Col. Thomas D. Wood; I have 
a very brief statement for the record. 

Mr. Mauon. Will you proceed, please ? 


GENERAL STATEMENT 


Colonel Woop. Mr. Chairman and members of the committee, the 
estimate of $12 million for the appropriation “Claims, Department of 
Defense” represents the consolidated requirements of the Office of 
the Secretary of Defense, and the Departments of the Army, Navy, 
and Air Force for payment, as authorized by law, of all noncontrac- 
tual claims against the Department of Defense. This estimate is 
approximately the same as a for these purposes this year. 

These various types of claims have been grouped into four major 
categories according to the nature of the claims—namely, personnel 
claims, tort claims, admiralty claims, and miscellaneous claims, 


PERSONNEL CLAIMS 


It is estimated that $5,085,500 will be required for the general cate- 

ory of personnel claims during fiscal year 1957 as compared with 
5,025,500 for fiscal year 1956 and $5,260,725 actually required in 
fiscal year 1955. This category includes claims of military and civilian 
personnel for private property lost, destroyed, captured, abandoned, 
or damaged incident to military service; marine casualty claims; re- 
payments of erroneous collections; and claims arising from the cor- 
rection of military and naval recods. 

The Departments of the Army and Navy expect the claims in this 
category to require approximately the same amount in fiscal year 
1957 as during the current year. The Department of the Air Force 
anticipates an increase of $120,000 during fiscal year 1957 for military 
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and civilian personnel claims for private property lost, destroyed, 
damaged, etc., incident to military service. Experience over the past 
3 years has shown that this type of claim has steadily been increasing 
as the buildup has occurred in the Air Force. A decrease is expected 
in the amount required for repayments of erroneous collections by 
the Department of the Air Force since the backlog of reenlistment 
bonus claims, resulting from the Acting Comptroller General’s de- 
cision of April 23, 1954, will be settled before next year. 


TORT CLAIMS 


The tort claims category includes Federal tort claims, foreign 
claims, claims due to noncombat activities, compromise settlements 
by the Attorney General, property-damage claims against the De- 
partment of the Navy under the Property Damage Claims Act of 1919, 
claims arising from activities of the Army and Air National Guards, 
and certain claims payable under authority of the Guam Claims Act. 

It is estimated that $6,203,000 will be required during fiscal year 
1957 for the payment of all these various types of claims. The esti- 
mate for all types of tort claims is $460,000 more than the amount 
expected to be required during the current year. The increase in fiscal 
year 1957 is due to increasing payments of foreign tort claims. Pay- 
ments, not to exceed $5,000, for such foreign claims are made under 
authority of the Foreign Claims Act of 1942 directly to inhabitants 
of and in foreign countries for damage to or loss or destruction of 
private property or for personal injury or death caused by negligent 
or wrongful acts or omissions of Department of Defense personnel 
and under authority of Public Law 734, 83d Congress, enacted August 
31, 1954. Under the latter act reimbursements are made to foreign 
governments for claims adjudicated and settled by such foreign gov- 
ernments in accordance with its established procedures. Under this 
act, reimbursements to foreign governments for the agreed pro rata 
share of such sums expended for payment of certain claims resulting 
from acts or omissions of Department of Defense personnel in the 
performance of official duty in a foreign country are made pursuant 
to the terms of international agreements. 

Reimbursements to foreign countries pursuant to Public Law 734 
are expected to increase in fiscal year 1957 due to increasing accelera- 
tion in the presentation of such claims and to the fact that iore 
foreign countries have made agreements with the United States. Also, 
in fiscal year 1957 additional amounts are expected to be required 
in Germany for line-of-duty and non-line-of-duty claims. 


ADMIRALTY CLAIMS 


It is estimated that $680,000 will be required for admiralty cluims 
during fiscal year 1957. This is $450,000 less than the amount that is 
expected to be spent for admiralty claims this year. The Department 
of the Navy expects to settle 2 large claims this year which may re- 
quire an estimatd $750,000 when final agreement is reached on the 
amount of provable damages. The estimate for fiscal year 1957 pro- 
vides for eins arising from normal operations and makes no pro- 
vision for claims which might arise from a major collision or other 
such contingency involving amounts in excess of the average claim. 
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OTHER MISCELLANEOUS CLAIMS 


The estimate of $31,500 for this category provides (1) for the 
indemnification of the Post Office Department for funds embezzled 
or for claims arising from error, loss, or defalcation by unbonded 
mail clerks and commissioned officers and (2) for claims for dam- 
ages, arising under training contracts with carriers, caused by the 
negligence of military trainees in accordance with the provisions of 
agreements whereby military personnel are trained by carriers at no 
expense to the Government. The estimate for fiscal year 1957 is the 
same amount as provided for the current year but approximately 
$20,000 more than was actually required in fiscal year 1955. This 
increase is due primarily to the fact that postal clerks for the Army 
and Air Force postal service were bonded until December 31, 1954. 
Based on losses incurred by the Post Office Department as a result of 
operations of the Army and Air Force postal service during previous 
years it was found that the cost of bonds was much more expensive 
than the indemnification of the Post Office Department for funds em- 
bezzled or for claims that arose from error, loss or defalcation by 
enlisted mail clerks and commissioned officers. 

In developing these estimates for the fiscal year 1957, consideration 
has been given to a variety of factors which influence the amounts 
required for payments of claims under this appropriation. Such 
factors include the overall size of the Military Establishment, the 
number of personnel in activities overseas, number of troop move- 
ments, maneuvers and training activities, reports of accidents and 
losses, and an analysis of the pending cases under consideration. 
Each of these factors must be considered in light of the fact that, 
while the average administrative claim is paid within a year from 
the date of occurrence, compromises are often effected from 4 to 6 
years after the date of the incident. Accordingly, the estimate of 
$12 million represents the best available projection of our require- 
ments which can be made at this time. 

That completes my formal statement. 


JUSTIFICATION OF THE ESTIMATES 


Mr. Manon. We will insert certain portions of the justifications into 
the record at this point. 
(The material is as follows :) 


JUSTIFICATION OF EstiMATEs, FiscaL YEAR 1957 


Summary of direct obligations by activity 





Acivney Title 1955 actual | 1956 estimate | 1957 estimate 


Oi Uh | eR i $5, 250, 725 $5. 025. 500 $5. 085, 500 
Be preere meas os Ac kts ce! Clee i: 5, 086, 739 5, 743, 000 6, 203 000 
De Ey OOURUN, is 5 i iting s gitiks abil ethan d~ hfs aia 257. 124 1, 130, 000 680 000 
4 | Other miscellaneous claims_...............--.---- 11, 106 31. 500 31. 500 

an ih ct ial aA a 10, 615, 694 11, 930, 000 12, 000, 000 
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Claims, Department of Defense 
PART III WORKLOAD AND COST FACTORS 














1955 actual 1956 estimate 1957 estimate 
Description ennai a eS Sa eret reer 
|Number| Total | Number} Total | Number! Total 
PERSONNEL CLAIMS 
Military and civilian personnel. -- 16, 273 | $2, 739, 646 17,315 | $3,042, 000 17, 815 $3, 162, 000 
Marine casualty -- 1 2, 000 10 | 20, 000 | 10 | 20, 000 
Repayment on erroneous collections 7, 209 642, 943 3, 702 269, 500 3, 165 | 209, 500 
Correction of military and naval 
NOG sip eaccsonass- a 484 | 1,876, 136 | 445 | 1, 694, 000 445 | 1, 694, 000 
WOES in aicsnaceck cimickucadl “ee “5, 260, 725 | 21, 472 | "5, 025, 500 | 21, 435 5, 085, 500 


ACTIVITY: TORT CLAIMS | | 





Federal tort... .....2..2.. | 6,394 765, 761 | 6, 600 | 805, 000 | 6, 600 | 805, 000 
Foreign at al 17,455 | 2,073,607 | 18,766} 2,395,000 | 22,766 | 2,855,000 
Noneombat activities . 3, 103 | 368, 274 4, 000 469, 000 | 4,000 | 469, 000 
Compromise settlements 237 | 1,857, 768 | 235 2, 050, 000 | 4 2, 050, 000 
Property damage aed 11 | 1, 967 | 15 3,000 | 3,000 
National Guard activities... _..-____| 81 19, 362 | 75 | 17, 000 | 73 17, 000 
MR Ace reeked ass csecukecccn Se inn ine --| 2 4, 000 2 4, 000 


se ce: ime | 27,281 | 5,086, 739 | 29, 693 5,743, 000 | 33, 693 | 6, 203, 000 


ACTIVITY: ADMIRALTY CLAIMS | 





Admiralty claims, total_._._..____ al 190 257, 124 315 1, 13), 000 | 415 | 680, 000 
ACTIVITY: OTHER MISCELLANEOUS | | | 
CLAIMS 
Post office 5a 32 | 11, 106 | 64 26, 500 | 64 26, 500 
Training contracts._.___. i as Oh ee l 5, 000 1 5, 000 
Detth. . eeactesoc: i544. .w test 32 | 11, 106 65 31, 500 65 31, 500 


CURRENT FISCAL YEAR EXPERIENCE 


Mr. Manon. These claims arise and funds must be provided for 
their payment ? 

Colonel Woop. Yes, sir; they represent legal obligations of the 
United States. 

Mr. Manon. What is the experience in the current fiscal year with 
respect to the funds which we provided for the fiscal year 1956? 
More than half of the year is over, and what is the sical with 
regard to the funds expended or obligated ? 

Mr. Wvut. I have that information, Mr. Chairman. 

Mr. Manion. Why do you not give us that picture ? 

Mr. Wyre. Through December 3 , 1955, we have paid 15,408 


S2 rw 


claims, for a total obligation of $3,752,000, with expenditures of 
$3,493,000. 

Mr. Manon. If that rate holds out throughout the year, you will 
have more money for fiscal 1956 than you need. 

Mr. Wytir. Based upon the estimate which we obtained from 
the services about 2 weeks ago, Mr. Mahon, they estimate they will 
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settle 31,036 claims during the last 6 months of this fiscal year with 
an estimated cost of approximately $8 million, making the total re- 
quirement for 1956 about $11.8 million. 

Mr. Mauon. Using your long experience in this field, do you think 
this is a realistic figure? 

Mr. Wyrute. Yes, sir; based on our trends in past years, we will 
come very close to spending $11 million this year. 

Mr. Manon. Do you think the amount requested for fiscal 1957 
is a realistic figure ? 

Mr. Wyte. Yes, sir; I do. 














































CLAIMS ORIGINATING FROM OVERSEAS OPERATIONS 


Mr. Manon. We are building airbases over in Spain and, of course, 
carrying on many other operations in various parts of the world. 
Are some of these claims the result of torts and so forth in, for 
example, Spain ? 

Colonel Woop. Yes, sir; they might be; but the claims experience 
in Spain has not been very great to date. 

Mr. Manon. It has not been ? 

Colonel Woop. No, sir. 

Mr. Manon. Is it greater in Germany ? 

Colonel Woop. Perhaps you might say it is, but in Germany we 
are not at the present time paying claims from appropriated funds. 
They are still being paid from support funds. 

Mr. Manon. Are we not changing that procedure ? 

Colonel Woop. The German Government has announced that as 
of May 1956, the support funds will no longer be available for the 
payment of these types of claims. 

Mr. Wvutr. I might add, Mr. Chairman, that if this occurs it may 
cause us to come back next year for additional funds. because they 
are not included in these estimates, and if we were to pay those out of 
appropriated funds, it would provide an additional requirement under 
this appropriation. 

Mr. Manon. What is the situation in Korea, and Japan, and the 
Far East? Do you have any claims originating in that part of the 
world ? 

Colonel Woop. We do in Japan, but there is negligible activity in 
Korea at this time. The claims in Japan are quite sizable, Mr. 
Chairman. 

Mr. Manon. Generally, how do they come about ? 

Colonel Woop. Through the activities of our troops, automobile 
incidents and the general sort of thing that develops claims, as well 
as aircraft incidents, and so on. 

Mr. Manon. Generaly, what would be the largest factor in creat- 
ing claims against the Government which are paid from this appro- 
priation ? 

SHIPMENT OF HOUSEHOLD GOODS 


Colonel Woop. The largest item in the appropriation is for the pay- 
ment of personnel claims which are generated principally from the 
movement of personnel. That involves the type of claim where you 
pay for a man’s household goods if they are damaged during ship- 
ment. 
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Mr. Manon. That is the payment to the serviceman himself? 

Colonel Woop. That is right. The largest amount in this estimate 
is for that type of claim. 

Mr. Suerrarp. Colonel Wood, this is a 1-year funding operation; 
is it not? 

Colonel Woop. Yes, sir; that is correct. 

Mr. SHePrarp. When the record comes to you, please supply the 
amount which was returned to the Treasury under your 1955 opera- 
tions as set forth here. I mean by that, personal claims, torts, admi- 
ralty, and miscellaneous. 

Colonel Woop. Yes, sir. 

(The information requested follows :) 


Unobligated balances by category, fiscal year 1955 





Appropria- | Obligations, 








7 Unobligated 

Category tion, fiscal fiscal year ; 

year 1955 1955 balance 

ae ates | a dices 
I ie ccna s coma nmaiindd damnit amkasiemuaun $5, 322, 500 $5, 260, 725 | $61, 775 
Or 6, 233, 000 5, 086, 739 1, 146, 261 
Ske od dak vue acedsee apeubisietdvanen 420, 000 257, 124 162, 876 
CR RIND MEE ST... cnccudeamcttesteteiadeunticwece 24, 500 11, 106 13, 394 
i a al pe sis isisccs lls iol ake 12, 000, 000 | 10, 615, 694 | 1, 384, 306 





Mr. Suepparp. That is all. 
ESTIMATED OBLIGATIONS, FISCAL YEAR 1956 


Mr. WiccieswortH. Colonel Wood, I was not clear on your testi- 
mony as to the estimated obligations. 

You told us you had obligated in the first 6 months $3,700,000, and 
you thought you might obligate as much as $8 million in the second 
6 months? 

Colonel Woop. Yes, sir. 

Mr. Wicc.eswortu. Is not that an abnormal situation? Is not that 
taking care of some kind of a backlog which has piled up here in the 
second 6 months ? 

Colonel Woop. No, sir; because you cannot test the validity of the 
annual estimate on 6 months’ experience because of the difference of 
expenditures in individual months. 

Mr. WiaGLEeswortH. When you were here a year ago and presented 
your request, did you anticipate any such situation as that? That 
there would be only, roughly, one-quarter of it obligated in the first 
6 months of the fiscal year? 

Mr. Wrutr. Mr. Wigglesworth, at that time we had no indication 
as to just what quarters these obligations would take place. We 
knew they would occur any time during the year, and it might happen 
in the third quarter or the fourth quarter. As the situation now 
stands, it appears that most of this money is going to be obligated 
and the claims paid in the last quarter of this year. 

Mr. Manon. Off the record. 

(Discussion off the record. ) 

Mr. Wieeiesworrn. Looking at the year as a whole, as compared 
with fiscal year 1957 as a whole, will there be any material difference? 
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Mr. Wyte. We do not contemplate any except for the possible. 
change in claims procedures in Germany which I mentioned pre- 
viously. We are asking for approximately the same amount. 

Mr. Wiccieswortn. I know you are, but I thought, that perhaps, 
this abnormal situation would indicate that you had set your sights 
too high in fiscal 1957. 

Mr. Wyte. We do not feel that way, sir. We feel that we will 
require approximately $12 million in 1957. 

Mr. Wice_eswortn. That is all, Mr. Chairman. 


PROCEDURE FOR ADJUDICATION OF CLAIMS 


Mr. Forp. Several weeks ago I read in one of the local Washington 
papers a news story which created the definite impression that our 
Government literally had no control over the amount of claims that 
were paid by us, based on actions or accidents that occurred in several 
European countries. 

Is that news story which created that impression accurate, or inaccu- 
rate? 

Colonel Woop. It is substantially correct under the terms of the 
international agreements that are now in effect. We have permitted 
the adjudication of the claims to pass to the countries where our troops 
are stationed. For example, in France, England, and Japan we are 
now permitting claimants to have access to the procedures which are 
available under their own laws and regulations. 

As a result, we do not have control over the amounts that will be 
awarded in these line-of-duty incidents. Of course, there is a brake 
on the countries because they are required to pay in the NATO coun- 
tries, for example, 25 percent of the award which should act as some 
brake on the amounts that may be awarded. However, the United 
States must pay the balance of the award to the extent of 75 percent. 

Mr. Forp. Would that agreement now include Germany ? 

Colonel Woop. There is a similar agreement contemplated for Ger- 
many, but it does not at the present time. 

Mr. Forp. Up until the present time all claims in Germany of this 
nature have been paid indirectly by the German Government; is that 
correct ? 

Colonel Woop. They have been paid from support funds; yes, and 
therefore indirectly by the German Government. 

Mr. Forp. That would constitute a brake as you indicated ? 

Colonel Woop. Yes, sir, if the proposed agreement is entered into 
and includes the provision that the German Government pays 25 
percent of each claim. 

Mr. Forp. Before we go from one system to the other, will there be 
a similar treaty to the one we have in the other NATO countries now ? 

Colonel Woop. Yes, sir. The changeover between the two systems 
will go directly from one to the other. 

Mr. Forp. When the system changes in Germany, Germany will pay 
25 percent of all of the claims which are paid ? 

Colonel Woop. Yes, if an agreement similar to the claims provision 
of the NATO Status of Forces Agreement is concluded. 

Mr. Forp. Did you happen to see that article which appeared in the 
Washington papers ? 
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Colonel Woop. No, sir; I did not. 
Mr. Forp. The artic le certainly did not tell the story that 25 percent 
of these claims were paid by the ‘foreign governments in NATO coun- 


tries, and that in Germany, in effect, all of the claims were paid by 
the German Government. 


Colonel Woop. Yes. 

Mr. Foro. That is all, Mr. Chairman. 

Mr. Manion. The amount of the claim that is to be paid is deter- 
mined by whom? Is it determined by the courts, or by boards, ox 
investigators, or by whom ? 

Colonel Woop. It might be both ways, Mr. Chairman. The claims 
are handled under the laws and regulations of the country where the 
incident arises. They have administrative procedures the same as 
we have and also in some countries they are permitted access to the 
courts. 

Mr. Manion. What percentage of the claims would you say are prob- 
ably settled by court action ? 

Colonel Woop. It would be most difficult to say, but it would be very 
small. From my general knowledge, most of the claims are settled 
administratively. 

Mr. Forp. May I ask just one more question, Mr. Chairman ? 

Mr. Manon. Yes, sir. 

Mr. Forp In our previous discussion, Colonel Wood, we were talk- 
ing about on-duty claims; were we not ? 

Colonel Woop. Yes, sir. 


LIABILITY FOR NON-LINE-OF-DUTY CLAIMS 


Mr. Forp. What about claims that might result through some ac- 
tion of one of our military personnel who was off duty at the time? 

Colonel Woop. Those are still referred to the United States. We 
pay 100 percent on those. 

Mr. Forp. In other words, if Private Jones is driving car in one of 
the NATO countries which he owns, or which he has rented, and has 
an accident, is our Government liable for the action which he has 
taken ? 

Colonel Woop. You cannot use the word “liable,” but under the 
terms of the NATO agreement it is provided that in non-line-of-duty- 
type situations, such as you have described, the claim will be processed 
by the foreign government and then referred to the United States 
for an ex gratia ‘payment. Under the way we administer the Foreign 
Claims Act today we do pay those types of claims. 

Mr. Manon. Ex gratia meaning what? By grace or gratuity? 

Colonel Woop. That is right. There is no question of lability 
involved. It is a gratuitous payment by the United States under the 
provisions of the act. 

Mr. Forp. Does the foreign country involved pay 25 percent of 
those ? 

Colonel Woon. No, sir; they pay no part of that. 

Mr. Manon. The man who had the accident. with the car would pay 
it; would he not? Vie would be responsible to our Government; 
would he not, and to their government also; would he not, as well as 
to the individual ¢ 
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Colonel Woop. We do not go back against the man personally. 

Mr. Forp. Why not? 

Colonel Woop. We do not go back against the man if we make a 
payment under the Foreign Claims Act. 

Mr. Forv. Why not? 

Colonel Woop. Because it is questionable whether or not we have 
any authority to do so. “3 

Mr. Forp. You mean that our Government is responsible fiscally 
for every action one of our servicemen performs in the kind of cases 
we have indicated ? 

Colonel Woop. The Congress has indicated that they desired that 
the United States assume that responsibility. You have to go back 
to the origin of the Foreign Claims Act in 1942. It was originally 
proposed for the purpose of maintaining friendly relations in foreign 
countries, and it was decided when Congress passed the act to achieve 
that purpose that we would make such payments in order to maintain 
friendly relations with the foreign countries. 

The only thing that must be determined is whether it was caused 
as a result of actions on the part of our Armed Forces and without 
fault of the other party. 

Mr. Forp. This levies a burden on the Federal Treasury which I 
think is somewhat indefensible. 

How much is involved every year in those kinds of cases? How 
much have we paid out in fiscal 1955 in that type case? 

Colonel Woop. I do not have the figures readily available on the 
non-line-of-duty cases. 

Mr. Forp. Could you get that information for the record for the 
last 3 fiscal years? Would that be available? 

Colonel Woop. I do not know, sir, whether we can break it out of 
our statistics on non-line-of-duty cases. 

Mr. Scrivner. You surely ought to know what cases you pay. 

Colonel Woop. In the NATO countries, perhaps. Since the in- 
stitution of NATO we should have definite statistics distinguishing 
between non-line-of-duty and line-of-duty claims. 

Mr. Scrivner. That started in 1951. 

Colonel Woop. But prior to that we did not make a distincnon 
between line-of-duty cases and non-line-of-duty cases, as far as statis- 
tics were concerned. 

You mentioned 1951, but in most countries, of course, we have been 
operating under NATO claims procedures only since 1953. 

Mr. Forp. Let us go back to 1953 and get it. 

Colonel Woop. Yes, sir. 

(The information requested follows :) 


Non-LIneE-0OF-DutTy CLAIMS 


A review of available statistics reveals that it is not possible at this time 
to provide an accurate breakdown between “non-line-of-duty” and “line-of-duty” 
cases arising in foreign countries except for Japan. In the United Kingdom, 
for example, the Status of Forces Agreement containing the claims provisions 
under which we are now operating beeame effective June 12, 1954, and enses 
arising prior to that date were processed by United States authorities under the 
old procedures. As there was no statistical segregation of line-of-duty anid 
non-line-of-duty cases prior to the conclusion of claims agreements with foreign 
governments, figures for fiscal year 1955 pertaining to payments to foreign 
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nationals in the United Kingdom under the Foreign Claims Act cannot be broken 
down into the two categories. This is illustrative of the problem of attempting 
to develop reliable data until the claims agreements have been in effect for a 
longer period of time. 

It is possible, however, to furnish reliable statistical data concerning the 
Japanese administrative agreement which has been in effect since April 28, 1952. 
Prior to this date, no claims were paid by the United States Government in 
Japan since its status was that of an occupied country. 


Nunebier of elnime: <n sas Se Reece e Se aoe 3,758 
Amount paid to Japanese Government under Public Law 734 (line-of- 

iia ht ini ta kabinedie petentientmnmne mee ere $5138, 202 
I Ei th cit eniitintalanianb env mame atten ee 370 
Amount paid under Foreign Claims Act to foreign nationals (non-line- 

A SI ed icin id ata kcbh ahh eee Abb ohe ck A patnledas decked vthepsctnigaerekinin schoo? $69, 286 


As the United States pays only 75 percent under the claims formula and 
Japan 25 percent, the figure of $513,202 represents settlement of liability of the 
approximate amount of $641,502. It is, therefore, apparent that expenditures 
by the United States for non-line-of-duty claims approximate 10 percent of the 
total liability created by the United States forces in Japan. While it is con- 
sidered that this breakdown is generally representative of that to be expected 
in other countries where similar international agreements exist, it appears that 
the monetary percentage in Japan in non-line-of-duty cases may be somewhat 
less than in other countries. A recent report from the commander in chief, 
United States Forces in Europe, indicated that there were 695 line-of-duty cases 
and 167 non-line-of-duty cases on hand in that command, and adds further con- 
firmation to the belief that non-line-of-duty cases, while not insignificant, are 
a relatively minor factor in the foreign claims situation. 


Mr. Forp. But I think we ought to make some claim against the 
individual, and if we do not, something ought to be done about the 
law if that is the handicap. 

Mr. Scrivner. That is especially true when you read reports to the 
effect that each year we are shipping overseas for the members of 
our Military Establishment somewhere in the neighborhood of 85,000 
automobiles. I imagine that operation would be where quite a few 
of these claims come up where Uncle Sam has to pay the entire claim. 
If that same man were driving a car here in the United States, you 
know Uncle Sam would not pay any amount for damages incurred ; 
would he? 

Colonel Woop. Some of those cases arise, as you suggest, Mr. 
Scrivner, but in most countries on private vehicles they do have com- 
pulsory insurance so that the United States does not get involved in 
that. 

The most common type of non-line-of-duty incident involves 
barroom brawls, fights, and that sort of thing. In those cases dis- 
ciplinary action may be taken against the serviceman, but I doubt 
if we have authority to proceed against him to recover the amounts 
that have been paid. ; 

Mr. Forp. You have indirect authority in that you can levy fines 
or whatever you call it against his pay. That is done in disciplinary 
cases, is it not? 

Colonel Woop. Indirectly, as the result of a court-martial such 
action might be taken ; yes. 

_ Mr. Manon. I think it would be good if you would put in the record 
in connection with this discussion that excerpt from the law which 
requires us to pay these off-duty claims which you have been discussing. 

Colonel Woop. Yes, sir. 
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(The information requested follows :) 


¥e (Excerpt in regard to liability of the U. S. Government for non-line-of-duty 
claims :) 
TirLe 31, Unirep States CopE ANNOTATED 


§ 224d. Settlement of claims for damages caused by United States armed forces 
in foreign countries 


/ For the purpose of promoting and maintaining friendly relations by the prompt 
é settlement of meritorious claims, the Secretary of the Army, Secretary of the Air 
Force, and the Secretary of the Navy, and such other officer or officers as the 
Secretary of the Army, Secretary of the Air Force, or the Secretary of the Navy, 
as the case may be, may designate for such purposes and under such regulations 
as he may prescribe, are authorized to appoint a Claims Commission or Commis- 
sions, each composed of one or more officers of the Army, Air Force, Navy or 
; Marine Corps, as the case may be, to consider, ascertain, adjust, determine, and 
" make payments, where accepted by the claimant in full satisfaction and in final 
settlement of claims, including claims of insured but excluding claims of subro- 
gees, on account of damage to or loss or destruction of public property both real 
Be and personal, or on account of damage to or loss or destruction of private prop- 
x erty both real and personal or personal injury or death of inhabitants of a foreign 
sf country, including places located therein which are under the temporary or per- 
ei manent jurisdiction of the United States, arising in such foreign country, in- 
ee cluding claims for damage to or loss or destruction of personal property bailed 
to the Government and claims for damages incident to the use and occupancy of 
real property, whether under a lease, express or implied, or otherwise, when such 
a damage, loss, destruction, or injury is caused by Army, Air Force, Navy, or 
: Marine Corps forces, or individual members thereof, including military personnel 
and civilian employees thereof, or otherwise incident to noncombat activities of 
such forces, where the amount of such claim does not exceed $5,000: Provided, 
That no claim shall be considered by such Commissions unless presented within 
one year after the occurrence of the accident or incident out of which such claim 
arises except that claims arising out of accidents or incidents occurring after 
ie December 6, 1941, but prior to May 1, 1943, may be presented at any time prior to 
Ke May 1, 1944: Provided further, That any such settlements made by such Commis- 
A sions shall be subject to such regulations as the Secretary of the Army, Secretary 
of the Air Force, or the Secretary of the Navy may prescribe and may, in cases 
where the amount exceeds $2,500 but does not exceed $5,000, be subject to the 
approval of such commanding or other officer of Army, Air Force, Navy, or Marine 
re Corps forces, as the case may be, as the Secretary of the Army, Secretary of the 
rf Air Force, or the Secretary of the Navy may prescribe; and the Secretary of the 
Army, Secretary of the Air Force, and the Secretary of the Navy, respectively, 
shall have authority, if he deems any claim in excess of $5,000 to be meritorious, 
to certify such amount as may be found to be just and reasonable thereon to 
Congress as a legal claim for payment out of appropriations that may be made 
by Congress therefor, together with a brief statement of the character of such 
claim, the amount claimed, and the amount allowed: Provided further, That no 
claim of any national of any country at war with the United States, or of any 
ally of such enemy country, except as the Commission or the local military com- 
mander shall determine that the claimant is friendly to the United States, and 
no claim resulting from action by the enemy or resulting directly or indirectly 
from any act by our armed forces engaged in combat, shall be allowed under 
sections 224d-224i of this title: Provided further, That any such settlements 
made by such Commissions under the authority of such sections shall be final 
and conclusive for all purposes, notwithstanding any other provision of law to 
the contrary (Jan. 2, 1942, ch. 645, § 1, 55 Stat. 880; Apr. 22, 1943, ch. 67, $1, 
57 Stat. 66; July 26, 1947, ch. 343, Title II, § § 205 (a), 207 (a), 61 Stat. 501, 
502; Aug. 10, 1949, ch. 412, § 12 (b), 68 Stat. 591). [Italies added.] 


Mr. Forp. That is all, Mr. Chairman. 

Mr. Manon. It does seem to me that if an American on duty delib- 
erately causes damage that we should without doubt reimburse the 
foreign individual involved. However, if one of our people is de- 

4 liberately responsible and is financially able, he ought to be required 
i to pay for his own damage. However, the law does not require that, 
b as you pointed out. 
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Would you find any fault with that, or with a change m the law? 

Colonel Woop. I am not sure that it can work that way, Mr. Chair- 
man. 

Mr. Manion. Why is that? 

Colonel Woop. If you take the position that primary responsibility 
for nonline-of-duty cases is on the individual, then you tend to get 
away from the purpose of the act, because there is frequently con- 
troversy back and forth between a claimant and the individual. The 
individual may obtain a lawyer and attempt to fight a just case. If 
the United States is not a party in the first imstance, we are handi- 
capped in achieving the purposes of the act. So, I do not know, 
without further thought on the subject, whether it is practical or 
not to either shift primary responsibility to the individual or to 
require reimbursement after a payment has been made by the United 
States in such instances. I probably should point out that where a 


payment is sizable, it is not ordinarily possible to effect recovery from 
the individual. 


CLAIMS AGAINST DEPENDENTS 


Mr. Mitier. Colonel, let us carry this a step further. Let me give 
you a hypothetical case: Suppose in one of these NATO countries 
Captain X’s wife is in an automobile accident and is held to be at 
fault, does the United States Government pay the damages assessed 
against her ? 

Colonel Woon. Under the present interpretation of the Foreign 
Claims Act by the Department of Defense, they would not. It would 
not cover the dependent. At the present time regulations prohibit 
such payments. 

Now, we believe perhaps the act is broad enough to cover depend- 
ents, but of course at the time it was written, that was not a problem. 
It was only slanted at the troops overseas. Now we have the addi- 
tional problem, as you have mentioned, of the dependent. Perh: aps 
we will have to review our interpretation of the act to determine 
whether or not the dependent may be covered under the act. 

Mr. Murer. It is not really new because you have had those cases 
since we have had dependents overseas. 

Colonel Woop. Very few have arisen. Many foreign countries have 
compulsory insurance laws. 

Mr. Mitier. What steps do we take to see that American personnel 
have insurance on private cars and vehicles not used for official busi- 
ness ? 

Colonel Woop. I can only speak generally on this, but I think in 
most theaters there are specific directives on that point requiring be- 
fore you can license your vehicle you must produce evidence that you 
have the insurance. In places like England, it is a violation of the law 
to operate a private vehicle without insurance. 

Mr. Mutter. But, of course, as we all know, vehicles are operated 
contrary to law under a great many circumstances. 

Colonel Woop. Yes. 

Mr. Minter. What steps are we taking to see that proper insurance 
is carried on all vehicles that might be in an accident which would 
eventually be chargeable to the American taxpayer / 
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Colonel Woop. In many theaters, it is my understanding that be- 
fore you can license an automobile, or even bring it into the country, 
there is a requirement that you must produce evidence that you have 
liability insurance. That does not preclude the individual from can- 
celing the policy. But they have other ways of treating those situa- 
tions, such as the requirement that personnel must bring in their poli- 
cies to show they are current. 

Mr. Mixer. I do not want to put any undue burden upon you, but 
it seems to me it would be desirable to have in the record just what 
those regulations may be, and I, for one, would like to urge the De- 
fense Department to make that a requisite to the operation of any 
private automobile by American personnel in any station where there 
might be an indirect responsibility of the United States Government. 

(The information requested follows :) 

Regulations or instructions governing the operation of privately owned vehicles 
by personnel of the Department of Defense overseas are issued by the respective 
area or theater commands. The following excerpts from instructions issued by 
Headquarters, United States Army, Europe, and Headquarters, Far East Com- 
mand, are typical regulations requiring liability insurance prior to the registra- 
tion of a vehicle by United States Armed Forces authorities : 


HEADQUARTERS, UNITED STaTES ARMY, EUROPE, 
APO 403, February 20, 1954. 
*Circular No. 48 


OPERATION OF PRIVATELY OWNED VEHICLES 


> * * * * o + 
6. Registration of vehicles 
oe * * m * a * 


b. (1) A vehicle will not be registered unless the application for registration is 
accompanied by a valid insurance policy, in accordance with the provisions of 
paragraph 2, article 9, HICOG Ordinance No. 10 (annex B), from an insurer 
authorized under German law or from one of the following insurance companies : 


(a) American Foreign Insurance Co. 

(b) American International Underwriters Association. 
(c) Indemnity Insurance Company of North America. 
(ad) United Services Automobile Association. 

(e) Zurich General Accident & Liability Insurance Co. 
(f) Brandaris Insurance Co., Ltd. 


When an insurance policy has lapsed, a vehicle owner will remove his license 
plates immediately and will surrender them to the local motor vehicle registrar. 

(2) Temporary registrations will be issued by the local motor vehicle registrar, 
upon the presentation of official orders indicating that personnel are stationed 
outside the Federal Republic of Germany and Berlin. In such cases, the registrar 
will accept automobile insurance policies issued by companies other than those 
authorized above, provided they contain liability and property damage coverage 
valid in Europe, in amounts similar to those required in HICOG Ordinance No. 10. 

* + a a * * a 





Special er HEADQUARTERS, Far East COMMAND, 
No. 1 APO 500, July 22, 1955. 


Effective until July 22, 1957, unless sooner recinded or superseded. 


CONTROL OF TRAFFIC AND OPERATION OF MOTOR VEHICLES IN FAR EAST COMMAND 


* * * * * * * 


12. Insurance 

Area commanders other than those in Japan may prescribe the amount and 
kind of insurance, if any, required to be carried on privately owned motor ve- 
hicles operated and registered within their respective jurisdictions. 
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b. In Japan, as a condition precedent to registration within United States 
Air Forces authorities, the owner will give evidence that no less than the follow- 
ing insurance is in force on the vehicles : 


(1) Liability for personal injuries : $5,000 for 1 person ; $10,000 for 2 or more 
persons. 


(2) Property damage liability : $5,000. 

Motor vehicles belonging to members of the United States forces, Japan, 
to contractors and their employees as defined in article XIV of the administra- 
tive agreement, and to dependents of such contractors and their employees, will 
not be granted access to facilities and areas under the jurisdiction of the 
United States Armed Forces, and their operators will not be permitted to pur- 
chase petroleum, oil, and lubricant supplies or to patronize post exchange garages, 
unless such vehicles have been registered as prescribed in paragraph 5 above. 
Reports of investigation of accidents involving privately owned vehicles of per- 
sons subject to the jurisdiction of the United States Armed Forces in Japan 
will include a signed statement of the vehicle owner indicating the name and 
address of his insurance company, policy number, expiration date of the policy, 
and the date on which the insurance company was notified of the accident. 


* * * * * * * 


(Additional information was furnished for the use of the com- 
mittee. ) 

Mr. Miter. Now, let us take the converse of that. Suppose Captain 
X’s wife is the victim and is not responsible for the accident, has 
the United States any responsibility to see that she collects the damages 
to which she may be entitled ? 


Colonel Woop. Do you mean from the third party in the country ? 
Mr. Miuier. Yes. 


Colonel Woop. No. 

Mr. Miter. You spoke of the 25 percent factor that enters into 
the NATO damages. What about Japan? Do we have anything 
there ? 

Colonel Woop. The Japan agreement is similar to the NATO agree- 
ment as far as claims are concerned. 

Mr. Mituer. The Japanese Government would pay 25 percent of 
any of the claims that we have to pay ? 

Colonel Woop. The only country where there is a difference so far 
as the percent is concerned, is Iceland, where it pays only 15 percent. 

Mr. Mitxier. Otherwise, the NATO formula is carried out in other 
parts of the world? 

Colonel Woop. Yes, if there is a claims agreement. 

Mr. Scrivner. Let us get away from the automobile thing. Sup- 
pose the minor son of one ef our military personnel creates some 
damage. We will not say that he was in a barrroom brawl] because 
he is a minor, but he could have a bicycle, or something and inflict 
some damage. Do you think then that the Claims Act goes so far as to 
say, “Uncle Sam, you shall make payment to that foreign national 


because of injury inflicted by the negligence of the minor dependent 
of one of our military men” ? 


Colonel Woop. It might be so interpreted. 

Mr. Scrivner. I am sure that Congress never intended it to be 
— that way. Why would there be any responsibility there 
at all¢ 

Colonel Woop. It goes back again to the general purpose of the act 
to maintain friendly relations with foreign peoples. We place our 
troops’ dependents in the country 

Mr. ScrivNer. We make it possible for them to get there, but we do 
not place them there. 
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Colonel Woop. It could be argued that if you are going to accept 
responsibility for the acts of the soldier that you also should accept 
responsibility for the families that go with them. 

Mr. Manon. We are not doing that as of now? 

Colonel Woop. Under current regulations and the present inter- 
pretations of the Foreign Claims Act, we are not. 

Mr. Mauon. Have we encountered any serious trouble by reason 
of our failure to do that? 

Colonel Woop. No, we have not to date. You mentioned Spain a 
few moments ago. We have had inquiries from that country sug- 
gesting such an interpretation be placed on the act. 

Mr. Scrivner. I hope you talk to us first, because if that is the kind 
of legal staff you have down there, we are wasting a lot of money. 

General Moorr. May I say something off the record? 

(Discussion off the record.) 

Mr. Mitrer. What about civilian employees—schoolteachers, and 
so forth—overseas on official duty? Do we have the same rule with 
respect to them that we do with uniformed personnel ? 

Colonel Woop. Yes. 

Mr. Mitter. Whether they are Department of the Army, State 
Department, Agriculture, or whatever they may be? 

Colonel Woon. I can speak only for the Department of Defense. 

Mr. Miter. It is only the employees of the Department of Defense 
that you are concerned with in these items ? 

Colonel Woop. Yes. 

Mr. Scrivner. Do you think that you interpret that act that Uncle 
Sam’s taxpayers should pay for the act of one of the minor children 
of those employees ? 

Colonel Woop. Sir, I do not know. It is simply suggested that the 
act might be interpreted that way. I do not know how it will ulti- 
mately be interpreted. 

Mr. Manon. Thank you very much. 


Wepnespay, Fesruary 15, 1956. 
CONTINGENCIES 
WITNESSES 


W. J. McNEIL, ASSISTANT SECRETARY OF DEFENSE (COMPTROLLER) 
MAJ. GEN. R. S. MOORE, SPECIAL ASSISTANT TO ASSISTANT SECRE- 
TARY OF DEFENSE (COMPTROLLER) 


Mr. Surrrarp. We will now take up the item of contingencies. 
JUSTIFICATION OF THE ESTIMATE 
The page of justification pertaining to this item will be inserted at 


this point. 
(The justification is as follows :) 
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JUSTIFICATION OF Estimates, Fiscat YEAR 1957 


A apprey tation introduction 





Fiscal year | Fiscal year Fiseal year 
1955 1956 1957 





A DEGRA OF GURIMNRNS «Bis do is hens ce swe $40, 000, 000 $40, 000,000 | $35, 000, 000 


Net adjustments (estimated savings) - - PERS eee x 
RE GE CII si hin ind oeincigcinedncsvasdecssnes 24, 715, 648 40, 000, 000 | 35, 000, 000 





This appropriation p prov ides the Secretary of Defense with funds necessary to 
meet emergencies and other extraordinary expenses arising in connection with 
the national security and for such other purposes as he deems proper. 


General Moors. For contingencies the Department is requesting an 
appropriation of $35 million for the fiscal year 1957. Incidentally, 
this is $5 million less than was appropriated for the current fiscal year. 

Mr. McNeil is present today to discuss and justify this item, and 
with the committee’s permission, he would like to do it off the record. 

Mr. SuHeprarp. There is no reason why he should not. You may 
proceed to justify the request for $35 million, as represented on page 
11 of the bill. 

You may submit for the record a statement. 

Mr. McNett, Yes. 

( Discussion off the record. ) 

(The following was submitted later :) 


CONTINGENCIES, OFFICE OF THE SECRETARY OF DEFENSE 


The purpose of this appropriation is to provide the Secretary of Defense with 
funds necessary to meet emergency and extraordinary conditions involving the 
national security. The Secretary authorizes the use of these funds when he 
deems appropriate and such expenditures may be accounted for solely on his 
certificate that they are necessary for confidential military purposes. If the 
details of the projects for which these funds may be used could be determined at 
this time, provision would be made for them in the regular appropriation accounts 
of the military services. Experience has shown that conditions arise which could 
not either be predicted or determined in advance. 

The use of these funds is very carefully scrutinized. Anything that can be 
appropriately provided from the regular accounts is funded in the normal man- 
ner. Only those extraordinary and unusual items which cannot be foretold are 
funded from this appropriation and only upon the determination of the Secretary 
of Defense. ‘The committee has been kept currently informed as to the status 
of these funds and this practice will continue. 


Wepnespay, Fepruary 15, 1956. 
EMERGENCY Funp 
WITNESSES 


W. J. McNEIL, ASSISTANT SECRETARY OF DEFENSE (COMPTROLLER) 
MAJ. GEN. R. S. MOORE, SPECIAL ASSISTANT TO ASSISTANT SECRE- 
TARY OF DEFENSE (COMPTROLLER) 


Mr. Sueprarp. We will take up now the item of the “Emergency 
fund.” 
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JUSTIFICATION OF THE ESTIMATE 


The justification for this item will be inserted in the record at this 
point. ; 
(The justification is as follows :) 
JUSTIFICATION OF ESTIMATES, FiscAL YEAR 1957 
“PART I—PURPOSE AND SCOPE OF WORK 


The purpose of the emergency fund is to meet unforeseen research and develop- 
ment needs that are of such urgency that funding is deemed necessary before 
the next appropriation becomes available, and which cannot be financed through 
reprograming of existing funds. These needs result from new requirements, 
breakthroughs, newly determined operational deficiencies, and, generally, in areas 
where a substantial advantage would be obtained by increasing effort or initiating 
work prior to the time succeeding year funds become available. 


PART II—JUSTIFICATION OF FUNDS REQUESTED 


Funds provided for research and development in the military departments are 
related to specific programs and make no provision for unforeseen adjustments 
for new requirements or to exploit sudden breakthroughs on current programs. 
As an alternative to providing each department with a reserve fund, a single 
fund for the Office of the Secretary of Defense is used to meet these emergencies. 
Experience has shown that the single fund reduces the total amount required 
and still provides stability and elasticity to the overall research and development 
program. 

Requests for support from this appropriation are initiated by the departments 
and agencies or within the Office of the Secretary of Defense. All requests are 
reviewed by the Assistant Secretary (Research and Development) and alloea- 
tion of funds is made only when they are fully justified and approved by the 
Secretary of Defense and the Bureau of the Budget. Funds not required for 
allocation revert to the Treasury at the end of the fiscal year. 


EMERGENCY Funp, DEPARTMENT OF DEFENSE 


Appropriation introduction 


Fiscal year | Fiscal year | Fiscal year 
1955 1956 


1957 
A a ess io chine bic itis Shh ELL hk SAS Shand $25, 000, 000 | $35, 000, 000 $35, 000, 000 
et adjustments (transfers and estimated savings) ..-........-. —25, 000,000 | —35, 000,000 |....-.-....-.. 
OR re CRIBB ric icv ecw ncsenceededbseqetlbeadeccbssnctebeactes eeaaed 35, 000, 00 


This appropriation provides the Secretary of Defense with additional funds. 
necessary to meet emergencies involving the national security by supplementing 
the regular Department of Defense appropriations for research and development. 


Mr. SHerparp. You may proceed, General. 

General Moore. The next item for consideration by the committee: 
is the item under the emergency fund. For the fiscal year 1957 the 
department requests an appropriation of $35 million, and in addition, 
authority to transfer $50 million to the fund for transfer to various 
appropriations of the Department for research and development in 
the event that breakthroughs and other urgent conditions warrant 
such transfer. 

For the current fiscal year we had exactly the same authority total-. 
ing $85 million of which $71,330,000 has been, as of this date, trans- 
ferred to the Army, the Navy, and the Air Force appropriations to. 
bolster their research and development activities. 

Mr. Suepparp. Your statement is interesting, but we have had 
testimony here now for almost 10 days from different witnesses that 
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they have all the money they need for research and development, they 
are all happy with it. Why do you come up here and ask for a 
transfer ? 

General Moorr. We gave them these transfers to xugment the ap- 
propriations they got under their own subheads, and that may have 
made them happy enough to make the statements they made. 

Mr. Suepparp. That is a very good analysis and a very good blanket 
to keep out the raindrops. There are some people who do not quite 
agree with that procedure. I am to interpret from your request for 
transferability that you want to continue the same type of operation ? 

General Moore. Precisely. 

Mr. McNett. There are two points. Last year when we brought up 
the research and development program it included 4 elements, the 
portion for the Army, the portion for the Navy, the portion for the 
Air Force, and $35 million for the emergency fund. This $35 million 
was, in effect, taken out of what was allocated in total for research 
and set aside because the tendency in the Army, Navy, and Air Force 
is to program to the hilt all the money they have in their programs. 
By setting aside this $35 million out of the $1,370 million ap ropria- 
tion request for research and development, it made it possible in the 
case of a project of interest to all 3 services, to say, “Army, Navy, 
or Air Force we think that you are best qualified to carry it out for 
the Department as a whole.” Then there would be allocated from 
this $35 million the funds to take care of any breakthrough items, not 
in the original research plan. It eliminated the problem of saying, 
“Within your service total you go back and reprogram your research 
funds so that you can take care of this item, which will benefit all 
three services.” So this $35 million is a part of the general research 
package and is not really an add-on because it is a part of the total 
that originally was contemplated for research. 

Last year at the close of the hearings you may recall Mr. Wilson 
and Dr. Quarles discussed with you certain things, such as the Killian 
report. You have probably heard of that a number of times in your 
hearings. We asked you, without increasing our total appropriation 
figure, to give us transfer authority from procurement appropriations, 
or others, to research, to be used if we had certain breakthroughs. 
You gave us the $35 million emergency fund, which was a part of the 
research fund last year, plus the authority to transfer $50 million, 
for research and development, if necessary. That is the basis for the 
request this year. 

Now, I suggest that a discussion of the emergency fund when you 
are considering this should be kept separate from a discussion of the 
transfer authority. They are separate parts of the bill and 2 separate 
items. 

Because of the demands of the Killian report and others, it was 
thought as we went along during the year essentially the whole $85 
million, $35 million plus the transfer authority, would probably have 
to be used in the fiscal year 1956. 

Mr. Forp. Where would the $50 million come from? 

Mr. McNew.. You gave us authority to transfer it from other ap 
propriations into research. 

Mr. Forp. From any appropriations in the Department of Defense 


bill? 
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Mr. McNem. Yes. We did not know for sure that we would need 
it. We knew that there were items to be taken care of. As far as 
administration is concerned, it has been considered as a pool. Lan- 
guage required that if we used this transfer authority, we moved the 
funds into this emergency fund account from the services then back 
to a particular service research and development account. Probably 
it was an additional mechanical step, but the effect is all right. We 
have used $71 million of the total of $85 million to date. 

Mr. Forp. As of what date? 

Mr. McNeu. As of the Ist of February. 

(Discussion off the record.) 

Mr. Suerparp. You had the transferability last year of the $50 
million ¢ 

Mr. McNet. Yes. 

Mr. Suepparp. I would like to have you gentlemen provide for this 
committee the amount of funds under this transferability you accumu- 
lated last year from other appropriations purposes and from where 
those funds came. 

Mr. McNett. The funds came from the following appropriations: 
“Ships and facilities, Navy,” $15 million; “Aircraft and related pro- 
curement, Air Force,” $23 million; “Procurement and production, 
Army,” $12 million; that totals $50 million. 

Of the $50 million, $48 million has gone into the IRBM-1 for the 
Air Force, and the IRBM-2 for the Navy and the Army. $2 million 
of that particular authority has not been used to date. 

Mr. SHerearp. How did you spend the $35 million? 

Mr. McNett. In addition to the IRBM, the Air Force has put some 
of this into their nuclear-propelled aircraft. 

(Discussion off the record.) 

Mr. Forp. When these transfers are made either from the $50 mil- 
lion transferability fund, or the $35 million, they are pulled out of the 
appropriation account and transferred to the other appropriation 
account and subsequently identified for comparative purposes as actu- 
ally being in one since and out of another? 

fr. McNeriz. That is correct. 

Mr. Forp. So we get figures for correct comparative purposes ? 

Mr. McNett. That is right. 

Mr. Suepparp. The committee will stand adjourned. 


THurspay, Frepruary 23, 1956. 
Reserve Toors aNp FActrLirrEs 


WITNESSES 


R. C. LANPHIER, JR., DEPUTY ASSISTANT SECRETARY OF DEFENSE 
(SUPPLY AND LOGISTICS) 

JAMES P. NASH, OFFICE OF THE GENERAL COUNSEL, DEPARTMENT 
OF DEFENSE 

MAJ. GEN. R. 8S. MOORE, SPECIAL ASSISTANT TO ASSISTANT SECRE- 
TARY OF DEFENSE (COMPTROLLER) 


Mr. Suepparp. Gentlemen, we have with us Mr. Robert Lanphier, 
Jr., the Deputy Assistant Secretary of Defense (Supply and Logistics). 
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Do you have a statement to make at this time ¢ 
Mr. Lanputrr. Yes, I do, sir. 
Mr. SHepparp. Will you present it, please. 


GENERAL STATEMENT 


Mr. Lanrputier. Mr. Chairman and members of the committee, I 
appreciate the opportunity of appearing before you today to discuss 
with you the machine tool and facilities program as it was previously 
established and the changes that have taken place upon which we now 
base our request for continuing the availability of $110 million appro- 
priated for fiscal year 1956 for emergency current production purposes. 

We have found it necessary during the past year to revise our 
procedures for the acquisition of long lead-time tools for the mobiliza- 
tion reserve. As you may recall, it was contemplated initially that 
the procurement of these tools would be through funds appropriated 
directly to the Secretary of Defense who would then apportion the 
funds among the military departments based on their requirements. 
The intent was that these tools were to be placed in storage to be held 
for use only in the event of all-out mobilization and could not be used 
for current production. For fiscal years 1955 and 1956, a combined 
total of $200 million was made available by the Congress, $100 million 
in each year. 

In connection with their requirements for tools that would be needed 
for standby purposes in the event of an all-out mobilization, the 
military departments submitted their requests for long lead-time 
machine tools. After considerable screening, the following approxi- 
mate figures were apportioned out of fiscal year 1955 funds: Army, 
$1 million; Navy, $14 million; Air Force, $84 million. 

As our screening continued for the apportionment of fiscal year 1956 
funds, it became evident that acceptably accurate forecasts of produc- 
tion equipment requirements against an unknown mobilization date 
were becoming increasingly difficult to make in view of the rapid 
technological development in weapons systems and machine tools. 

We also found that since the program provided for the purchase of 
tools for reserve purposes only, we could not currently benefit by per- 
mitting the use of the tools for current production needs. This be- 
came increasingly important in recent years due to the fact that indus- 
try has developed new equipment which is much more efficient. We 
determined that we should take advantage of the resultant lowered 
production costs and that we should also be training personnel to 
operate the newer machines. 

For the above reasons, we decided to revise our policy which, while 
still recognizing the absolute necessity of maintaining a strong 
reserve of tools, would permit the use of such tools on current produc- 
tion. We also believed it necessary in order to keep pace with the 
rapid technological development, particularly in the guided missiles 
and aircraft field, to provide for the current replacement and modern- 
ization of our machine tools in order to maintain a modern, efficient 
base. 

Under the new policy issued by the Secretary of Defense on Febru- 
ary 2, 1956, the military departments have been assigned the responsi- 
bility for determining their requirements for replacement and modern- 
ization of machine tools both for current and mobilization needs. 
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These requirements will be included in the regular annual budget 
cycle and will be reviewed by my office against firm program require- 
ments. 

As a result of these developments, there has been no apportion- 
ment made of the fiscal year 1956 funds because it seemed unwise 
under the conditions outlined above, to procure tools for mobilization 
reserves only. It is contemplated that aproximately $84 million 
of the fiscal year 1955 funds, which as previously stated were ap- 
portioned to the Air Force, will be returned to the Treasury. 

We believe that the placing of responsibility on the military de- 
partments for determining requirements and budgeting for tools 
for current and mobilization needs will satisfactorily take care of our 
planned programs. 

There remains, however, a problem area which is of great con- 
cern to us. As our research and development programs continue 
with increased momentum, breakthroughs in the development of new 
and radically different military end items are occurring. This is 
particularly true in the guided missile field. In addition, there are 
occasionally urgent requirements for the accelerated production of 
items already developed which call for increased production facili- 
ties which have not been anticipated in the annual budget process. 

In order to provide for machine tool support for the production on 
a crash basis of items, thus developed, which were not planned for in 
the regular budgetary submissions, we feel it desirable to maintain 
a contingency fund in the amount of $100 million, which would be 
available for the procurement of such tools on an emergency basis. 
We are, therefore, requesting that the funds which were provided 
in fiscal year 1956, for which we have made no apportionment, be 
carried over to this year’s appropriation for this purpose. 

The funds will be held by the Secretary of Defense and appor- 
tioned for use only in the event a firm determination is made of the 
urgency of the requirements. 

Mr. Chairman, this concludes my statement. I will be pleasea 
to answer any questions or submit any additional data you may de- 
sire. 

USE OF PROCUREMENT AND PRODUCTION FUNDS 


Mr. Surpparp. Do the services now have authority to purchase 
machine tools with funds appropriated for procurement and pro- 
duction ? 

Mr. Lanpnier. Yes, they do. 

Mr. Sueprarp. They do? 

Mr. Lanrurer. Yes. Those are on the basis of being screened by 
our Oilice. 

Mr. Suepparp. I see. 

Mr. Lanruter. And after, first of all, reviewing that to make cer- 
tain we do not have tools of a similar character in our reserve of 
machine tools. That is, we use the tools we have before we buy new 
ones. 

EXPIRATION OF AUTHORITY 


Mr. Suerrarp. Do you realize that the basic authority for the 
appropriation will expire on July 1, 19564 
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Mr. Lanruter. Yes, sir. 

Mr. Sueprarp. If legislation is not enacted, the proposal that you 
have presently before the committee, as reflected on page 15 of the 
bill, would be subject to a point of order, would it not? There is no 
authority in law? In other words, you have an expiration date of 
July 1, 1956, with which you are presently confronted ? 

Mr. Lanrurer. That is right. 

Mr. Suepparp. If you have no legislation that will relieve that 
situation, it would obviously place the suggestion you are making 
on page 15 of your bill subject to a point of order ? 

Mr. Lanpuier. I assume that is right. 

Mr. Nasu. That is correct, Mr. Chairman. 

Mr. Suepparp. What are you going to do to protect yourself against 
that eventuality ? 

Mr. Nasu. We have, I believe, sent to the Congress legislation to 
extentd the basic authority that we now use. I believe you refer to 
Public Law 130 of the 83d Congress? 

Mr, Suepparp. That is right. Are you referring to what you sent 
up to Congress as being reflected in H. R. 8709? 

Mr. Nasu. I am not familiar with the number, sir. 

General Moore. That is correct. 

Mr. Nasu. It would extend the act for another year until July 1, 
1957. Yes, sir; that is the legislation. 

Mr. Suepparp. I am sure you are familiar with what the legislative 
committee has just done relative to procurement, are you not? 

Mr. Nasu. With respect to this bill, sir? No, I am not. 

Mr. Suerparp. Not with respect to the bill, but with respect to the 
conditions that pertain within the bill. 

Mr. Nasu. No, sir; I am not. 

Mr. SHepparp. Well, you had better have someone, General, read 
up on that situation, because the committee has already expressed its 
attitude through its legislative approach to this subject. It would 
seem to me if you are not careful you are going to find yourselves 
in an embarrassing position, if this fund is actually extremely ma- 
terial to you. It is something you had better look into. 

Mr. Nasu. Yes, sir. 


OPERATION 


Mr. SHerrarp. Considering the proposal you have made as re- 
flected on page 15, if this item is approved how would the fund be 
operated? Would you expect reimbursement from the individual 
services ? 

Mr. Lanputer. No, sir: we would not. It would be spent for the 
emergency purposes that I outlined, on approval of the Secretary of 
Defense. 

Mr. Suerparp. I wish you would explain to me what you feel you 
can do under this fund that you cannot do with regular appropria- 
tions made to the individual services ? 

Mr. Lanpuier. The regular funds under appropriation purposes are 
against definite programs and presumably would be used for those 
programs and not for these extraordinary “crash” situations of 
either a breakthrough of a research project or for a sudden change in 
production requirements. This is an emergency fund. It might be 
used and it might not be used, according to the conditions. 
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USE IN BREAKTHROUGH IN RESEARCH AND DEVELOPMENT 


Mr. Snerparp. I notice in your statement, reflected on page 3, in 
the third paragraph, you say: 

There remains, however, a problem area which is of great concern to us. As 
our research and development programs continue with increased momentum, 
breakthroughs in the development of new and radically different military end 
items are occurring. 

What do you mean by a breakthrough and what do you have spe- 
cific reference to which justifies the use of the word “breakthrough”? 

Mr. Lanpurer. I am referring to something like we discussed on 
Tuesday on the Snark program, where suddenly we are aware that 
the program is ready to go and we need additional facilities over 
and above what are available under production moneys to get it going 
as fast as possible. 

We would look to this fund as a source to back it up. It does not 
appear to us that each of the programs of the services provides for 
such extraordinary facilities. 

Mr. SHrrparp. Does your concept apply to facilities or tools or 
both? 

Mr. Lanruirr. It applies to facilities and tools. 

Mr. Sueprarp. In Shae words, you do not feel under the appropria- 
tion request presently before the Congress that you have enough 
money in your facilities to take care of this situation within itself? 

Mr. Lanrnter. Normally we do. We anticipate, though, we could 
well have a situation where we would not. 

Mr. Suerrarp. Of course, the only way I can view the thing is that 
vou have had this $100 million kicking around down there for a long 
time and your expenditures out of that category do not justify its 
existence much further. 

Mr. Lanruter. The difference being if it were expended it could 
only be for tools put in storage and could not be used for current 
production. It would be held for some indefinite time in the future, 
instead of being used for production and lowering cost of production. 

Mr. Suepparp. Here is another aspect which I think is worth com- 
menting on. In other words, what you have in mind, apparently— 
and if Ri in error in my concept correct me—is that in this so-called 
breakthrough, if we have a breakthrough, that would create a mone- 
tary emergency in which you think this fund should be available for 
the expeditious requirements which would develop from the break- 
through in an emergency ? 

Mr. Lanpurer. Yes, sir. 

Mr. Suepparp. What are you doing with your emergency fund down 
there? Why could that not be apphed to an emergency condition, 
to which we are presently referring ? 

Mr. Lanruter. It could in some cases, if it were sufficient. 

Mr. Suepparp. I beg your pardon? 

Mr. Lanpnier. It could in some cases if it were sufficient. This is 
entirely in the form of contingencies. The emergency fund is under 
the Secretary’s direct approval and not under any one department 
or under any one program of P. and P. funds. 

Mr. Suepparp. Mr. Mahon? 

Mr. Manon. No questions at this time. 

Mr. Sueprarp. Mr. Wigglesworth ? 
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1955 FUNDS 


Mr. Wicaieswortn. You state that it is contemplated that approxi- 
mately $84 million of the fiscal year 1955 funds previously appor- 
tioned to the Air Force will be returned to the Treasury. What 
about the $1 million apportioned to the Army and the $14 million 
apportioned to the Navy, out of the same funds? 

Mr. Lanruter. Those have been obligated and the tools were 
ordered. 

Mr. Wiaceieswortn. That is all, Mr. Chairman. 

Mr. Suerrarp. Mr. Ford? 


CURRENT INVENTORY 


Mr. Forp. What is your current inventory of stocks on hand in 
this area? 

Mr. Lanruier. You mean of tools? 

Mr. Forp. Yes. 

Mr. Lanrpuier. We are still in the process of completing our inven- 
tory of machine tools. We have identified some 280,000 of them and 
anticipate when the inventories are complete it will run in the neigh- 
borhood of 400,000 machine tools. Those are held as groups of tools 
to produce a key end item, which we call packages. They are 
also held in a general miscellaneous group for use by any department. 

We have some 60,000 tools in that later category. 

We plan under this program to draw on ‘these tools that are not 
in use before we would utilize the requested emergency fund either 
for new production or for accelerated production. 

Mr. Forp. You have no estimate of the dollar inventory value? 

Mr. Lanputer. It is some $3 billion on acquisition cost, but not on 
replacement cost. Those tools go back over a period of 10 years or 
more, so it is very difficult to judge what would be the replacement 
or new cost. 

Mr. Forp. This program you are presenting is to supplement that ? 

Mr. Lanruter. That is right. 

Mr. Forp. In case of any ‘bres akthrough in the next fiscal year ? 

Mr. Lanruter. Or sudden change in production requirement. 


OBSOLETE TOOLS 


Mr. Forp. What do you do in an effort to weed out those tools which 
you now have as they become obsolete or obsolescent ? 

Mr. Lanputer. As we terminate the production for which tools 
are being used, they are screened as to condition and whether they 
are the types of tools we need to produce either that item or some 
other item in the future. If so, they are placed in the reserve in- 
ventory. 

Mr. Forpv. What percentage of your inventory is used cur rently in 
production ¢ 

Mr. Lanruter. As an overall, about 50 percent at the present time. 
It varies by department. 

Mr. Forp. The other 50 percent is stored someplace ? 

Mr. Lanrputer. It is in storage. 

Mr. Forp. For subsequent use ? 
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Mr. Lanputerr. They are in storage all the way from central stor- 
age points to the actual plant of the manufacturer and to warehouses 
alongside of the manufacturer’s plant. 

Mr. Forv. That is all, Mr. Chairman. 

Mr. Surrparp. Is it not also a fact that in some of the plants, under 
leasing that has been effected heretofore, those plants are using certain 
portions of the tools that were there in the plant, and the other por- 
tion is in storage ? 

Mr. Lanruier. That is right. 

Mr. Suerparp. That prevails, also? 

Mr. Lanrpuier. That is right. 

Mr. Sueprarp. So while we are looking at this stock of tools as such 
oe ape a certain amount of them going into a state of obsolescence 

use ¢ 
‘ale Lanpuier. Only for military purposes. 

Mr. Suerrarp. It does not make any difference why. 

Mr. Lanruter. That is right. 

Mr. SHepparD. You have certain micrometers and various and sun- 
dry sensitive devices in the tool storage capacity that will stand about 
so much application of use and then they will break down. 

Mr. Lanruter. That is quite right. The departments under their 
use of these tools, we believe, shiuld program essential replacement to 
keep them in good condition, rather than through our office. 

Mr. SHepparp. I see. Mr. Miller? 

Mr. Mitxer. No questions. 

Mr. Suerpparp. Mr. Davis? 

Mr. Davis. No questions. 

Mr. Sueprrarp. Gentlemen, thank you very much for your 
appearance. 

Mr. LaNnrutier. Thank you very much. 

Mr. SuepparD. The committee will stand adjourned. 


—- 


TuurspAy, Frsrvuary 16, 1956. 










Rettrep Pay 
WITNESS 


J. A. WYLIE, DIRECTOR, BUDGET AND FINANCE DIVISION, OFFICE 
OF THE SECRETARY OF DEFENSE 


Mr. Manon. Mr. Wylie, you are Director of the Budget and Finance 
Division, of the Office of the Secretary of Defense? 
Mr. Wyruim. Yes, sir. 


JUSTIFICATION OF THE ESTIMATE 


Mr. Manon. At this point in the record we will insert the necessary 
justifications. 
(The justifications referred to are as follows :) 





73 






JUSTIFICATION OF ESTIMATES FOR FiscaAL YEAR 1957 






Summary of direct entipations by activity 











Title 1955 actual | 1956 estimate | 1957 estimate 





Nondisability a Ba ; Ean $201, 647, 320 | $245, 990, 000 $270, 805, 000 
Temporary disability. 4 cae | 18, 566, 064 21, 130, 000 | 21, 542, 000 


om Oh 


| Permanent disability ___. | 169,451,968 | 188, 565, 000 190, 399, 000 
Fleet Reserve.............- wilds eachbitels | 31, 974,884 | 38,350, 000 40, 800, 000 
| Survivors’ benefits- 462, 249 965, 000 1, 454, GOO 
; | Se a ee ee | 422,102,485 | 495, 000, 000 525, 000, 000 


Activity 1. Nondisability 
COMPARISON OF GAINS AND LOSSES 





Number Number 












































aera | on rolls rains Losses Net on rolls fan- 
Category beginning — — change end of | a a . 
of year a — |} year | SvaEse 
| i 
etait aa ii 7 aliniatanhnd = 
Actual, fiscal year 1955: | | 
Regular officers. .-.............- de 16, 982 | 2, 376 794 582 18, 564 17, 756 
Regular enlisted. ............---- , 45, 062 3, 108 1, 917 1,191 46, 253 45, 7! = 
Non-Regular officers - i a 11, 306 | 3, 940 | 475 3, 465 14, 771 13, 27 
Non-Regular enlisted ___.._...--- a 376 129 31 | 98 474 496 
KS ona 5 wicks ate agiseinwel 73,7 9, 553 3, 217 | 6, 336 80, 062. 77, 219 
Estimated, fiscal year 1956: | = | ; 
Regular officers- ub eareie _ 18, 564 | 3, 418 341 | 3,077 21, 641 | 20, 116 
Regular enlisted ______. EE | ae 3, 809 | 1, 655 | 2, 154 48, 407 | 47, 500 
Non-Regular officers : “ | 14,771 3, 489 | 678 | 2, 811 17, 582 | 16, 216 
Non-Regular enlisted. ........--- 474 128 23 105 579 53 
NS ba detain tc h a daceuceizas a, 80, 062 10, B14 | 2, 697 8, 147 88, 209 84, 363 
Estimated, fiscal year 1957: a a : o* 
Regular officers. Re 2,905 | 464 2, 441 24, OR2 22, 847 
Regular enlisted .._......-- Sioa 48, 407 | 3, 523 1, 809 1,714 50,121 | 49, 461 
i Non-Regular officers. .........._-- a 17, 582 3, 613 | 882 2, 731 20, 313 18, 941 
Non-Regular enlisted _..............-- 579 | 150 30 120 699 641 
WON fetes ashoe nes | g8,209! 10,191! 3,185 7,006 | 95,215! 91,890 
PART III. WORKLOAD AND COST FACTORS 
| 1955 actual 1956 estimate | 1957 estimate 
Description | ebeS a a. 2 = 
Average Mint | Average | ii Average | _ 
| number | Total | number Potal | number Total 
a ot " iad cite caabeinlllignc aiaigieniniiiamtenieinains 
5 Regular officers.............-- 17, 756 $76, 488, 767 | 20,116 | $94,071, 300 | 22, 847 $106, 150, 100 
Regular enlisted. -_. sites: Maga 88, 155, 270 47, 500 100,979,000 | 49, 461 105, 146, 200 
; Non-Regular officers........-.| | 13,279 | 36, 541, 823 16,216 | 50,321, 400 18, 941 58, 770, 600 
; Non-Regular enlisted__....._-| 426 | 461, 460 531 618, 300 641 738, 100 
DOE. Si wh tee 219 | 201, 647, 320 84,363 | 245, 990, 000 91, 890 270), 805, 000 
| | 
i 
4 


CBs Le 


bee : 
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: Activity 2. Temporary disability 
COMPARISON OF GAINS AND LOSSES 
Number Number 
on rolls | Gains | Losses Net | onrolls | Man- 
Category : beginning during during change end of year 
; of year year year year average 
ny Actual, fiseal year 1955: 
IE INO adic cceckncwscsesunen 1,022 404 187 217 1, 239 1,154 
Regular enlisted __..._...........---_- 8, 898 4, 869 3,7 1,076 9, 974 9, 548 
Non-Regular officers _-_..........-.---- 1, 167 543 | 329 214 1, 381 1, 325 
Non-Regular enlisted _____.........--- 2, 024 1,310 | 1, 247 63 2, 087 2, 073 
i ndeeaiinsrcecty stone 13,111 | 7,126| 5,556) 1,570] 14,681] 14,100 
b Estimated, fiscal year 1956: | 
f Regular officers____---_- Bid ca ck le ids 1, 239 | 350 263 87 | 1, 326 1, 285 
Regular enlisted ______- a 9, 974 | 3, 945 3, 779 166 | 10, 140 | 10, 063 
Non-Regular officers..__.............- 1, 381 | 54 359 182| 1,563 | 1, 459 
Non-Regular enlisted. __.....-....---- 2, 087 | 1,003 1, 308 (305) 1, 782 1, 928 
re Nt nace Rhus seennbwon 14, 681 5, 839 | 5, 709 130 14, 81 | 14, 735 
| —S—SS OSS SS oO EEEESESaDaS__ EES OE 
Estimated, fiscal year 1957: 
Sree 1, 326 384 344 40 1, 366 1, 341 
Re ee ae el 10, 140 4, 126 4, 499 (373) 9, 767 9, 950 
¥ Non-Regular officers -__..--..-...--..-- 1, 563 527 410 117 1, 680 1, 623 
2) Non-Regular enlisted ___..........-.-- 1, 782 777 1, 042 (265)! 1, 517 1, 662 
eon d ob hbo inch cekoebaveet 14, 811 5, 814 6, 295 (481) 14, 330 14, 576 
1 PART III. WORKLOAD AND COST FACTORS 
1955 actual 1956 estimate 1957 estimate 
Description * ~ 
verage verage 
number Total number 
‘ Regular officers.............-- 1,154] $4,503,237] 1, 285 
he Regular enlisted - .......-.---- 2, 548 8, 665, 309 10, 063 
f Non-Regular officers. _-_--_-_-- 1, 325 3, 694, 414 1, 459 
i! Non-Regular enlisted ________- 2, 073 1, 703, 104 1, 928 
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Adiivity 3. Permanent disability 
COMPARISON OF GAINS AND LOSSES 


































































































Number : teds | Number . 
Categor on rolls ae = Net on rolls | Man- 
gory beginning, CUrns = change | endof | 3° 
of year year year year average 
Actual, fiscal year 1955: | 
ORINT CHIOES bs emit ciin tdi cenecendis 12, 514 514 | 464 50} 12, 564 | 12, 487 
Regular enlisted -.--...-- stalled intel 14, 157 2, 645 1, 993 652 14, 809 14, 309 
Non-Regular officers. ...........-..... 36, 559 1, 121 670 451 37, 010 36, 851 
Non-Regular enlisted ................. 1, 612 826 740 86 1, 698 1, 651 
UII ci ncdeintiiennnsinpii Sine 64,842 | 5,106} 3,867/ 1,230] 66,081 | 65,298 
Estimated, fiscal year 1956: ; ee 
SO eee 12, 564 457 | 418 39 12, 603 12, 603 
BR CII ndcncocepacennscceses 14, 809 3, 037 | 1, 514 | 1,523 | 16,332 15, 612 
Non-Regular officers_-_.............--- 37,010 | 710 672 38 | 37,048 37, 050 
Non-Regular enlisted ...............-. 1, 698 679 610 69 | 1, 767 1,710 
Total......---..-...----------------| 66,081} 4,883}  3,214| 1,660 | 67,750! 66,975 
Estimated, fiscal year 1957: | ee 
OCIS 6 iin no eens cities nncess 12, 603 447 | 406 | 41 12,644} 12,637 
ee INE bodice n csc ekiecanccouh | Oe 3,178 | 1, 432 | 1, 746 18, 078 | 17, 259 
Non-Regular officers... ...........-.-- 37, 048 | 789 564 | 225 37, 273 37, 174 
Non-Regular enlisted......---...-...-| 1, 767 488 | 424 | 64 1,831! 1,790 
DWN os dp cpetedisbicassnctkonbeskens 67,750 | 4,902}  2,826|  2,076| 69,826| 68,860 
ae EIT | | — ee —4 
PART Ill. WORKLOAD AND COST FACTORS 
1955 actual } 1956 estimate 1957 estimate 
| 
Description . l — 
verage : | Average Tete | Average "1 
number Total number Total | number Total 
Regular officers ............--- 12, 487 $50, 924, 981 | 12, 603 $56, 524, 000 12, 637 $56, 673, 900 
Regular enlisted ........-.....- 14, 309 19, 811,114 15, 612 23, 183, 900 17, 259 24, 486, 700 
Non-Regular officers. ........- 36, 851 97, 497, 235 37, 050 107, 470, 000 37, 174 107, 789, 900 
Non-Regular enlisted _.......- 1, 651 1, 218, 638 1, 710 1, $87, 100 1, 790 1, 448, 500 
DE tncuvesaindbewenue | 65, 298 169, 451, 968 | 66, 975 18%, 565, 000 | 68, 860 190, 399, 000 
Activity 4. Fleet Reserve 
COMPARISON OF GAINS AND LOSSES 
| tine dL. | | Number | , 
~ | Gains Losses PE be 
Category on rolls | during | during Net . rolls | year 
beginning 7 or change endof | .”. 
| of year | Year year | | year | ®Verage 
} | | | | } 
| | _ 
Actual, fiscal year 1955: Regular enlisted | 16, 063 | 3, 847 | 1,701 | 2,146 | 18, 209 | 17, 046 
Estimated, fiscal year 1956: Regular | 
ME chins chokes neces ies c ee ett 18,209| 3,834| 2,376 1,458 | 19,667|} 19,190 
Estimated, fiscal year 1957: Regular | | 
CR tive cccrnwenendscctacndicndanens 19, 667 4, 200 2, 627 1,573 | 21, 240 | 20, 403 
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PART Ill. WORKLOAD AND COST FACTORS 
1955 actual 1956 estimate 1957 estimate 


Description 
Average Average Average 


38, 350, 000 20, 403 


Activity 5. Survivors’ benefits 
COMPARISON OF GAINS AND LOSSES 
Number 


ls . Net | onrolls 
Category change | end of 


Actual, fiscal year 1955 
Estimated, fiscal year 1956 
Estimated, fiscal year 1957 


PART III. WORKLOAD AND COST FACTORS 


1955 actual | 1956 estimate 1957 estimate 


Description 


Average Average 
Total number Total number 


$462, 249 684 $965, 000 1,031 $1, 454, 000 
684 965, 000 1,031 1, 454, 000 


GENERAL STATEMENT 


Mr. Wruir. I have a statement, Mr. Chairman. 

Mr. Manon. You may proceed. 

Mr. Wyuie. Mr. Chairman and members of the committee, the ap- 
propriation “Retired pay, Department of Defense” provides funds 
for the pay of military personnel on the retired rolls of the Army, 
Navy, Marine Corps, and the Air Force and provides for payments 
to survivors of retired military personnel pursuant to the Uniformed 
Services Contingency Option Act of 1953. These estimates represent 
a consolidation of all the requirements for these purposes. 


NUMBERS ON THE ROLLS 


As of December 31, 1955, the number on the retired rolls in all 
‘ategories totaled 185,701. Of this number, 83,451 or approximately 
45 percent represented personnel retired upon completion of required 
length of service, attainment of statutory age or completion of maxi- 
mum length of service authorized by law for the various grades or 
ranks; 15,214 or approximately 8 percent were in the temporary dis- 
ability category in accordance with title [IV of the Career Compensa- 
tion Act of 1949; 66,841 or approximately 36 percent were on the per- 
manent disability rolls; and 19,538 or approximately 11 percent in the 
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Fleet Reserve of the Navy and the Marine Corps. In addition to those 
on the retired rolls, payments were being made to survivors of a total 
of approximately 657 retired personnel + sora to the Uniformed 
Services Contingency Option Act of 1953 

In developing these estimates consideration has been given to the 
various statutes governing retirement of military personnel, the rates 
authorized by laws to be paid to retired personnel and the best avail- 
able experience data of gains and losses in each of the categories. 


NONDISABILITY 


In the nondisability category, for example, it is estimated that 
$270.8 million will be required in fiscal year 1957 compared with 
$245.9 million this year. This increase of approximately $25 million 
is to provide for an additional 7,000 annuitants expected to be added 
to the rolls during the year. 

The major programs and policies as authorized by law which 
govern nondisability retirements include: 

Mandatory retirement of regular officers under provisions of the 
Officer Personnel Act of 1947, ‘voluntary retirement of Regular Offi- 
cers under existing statutes, mandatory and voluntary retirement of 
warrant officers required or authorized pursuant to the Warrant Offi- 
cer Act, downward adjustments in force levels, and the automatic 
transfer of fleet reservists to this category upon completion of 30 
years’ combined active service and service in the Fleet Reserve. 


TEMPORARY DISABILITY 


The temporary disability category is an interim classification for 
disabled personnel where there is some doubt as to the degree or per- 
manency of their disability. Personnel are placed on the temporary 
disability retired list for a period of not to exceed 5 years in accord- 
ance with title IV of the Career Compensation Act of 1949. During 
this 5-year period, physical examinations are required at least once 
every 18 months to determine whether such individuals can be re- 
habilitated and returned to active duty, whether they should be dis- 
charged, or whether they should be transferred to the permanent 
disability rolls. 

It is estimated that $ 21,542,000 or 4 percent of the appropriation 
estimate will be required in fiscal year 1957 for disabled personnel on 
the rolls of this category as compared with $21,130,000 for the current 
year. The increase “of $412,000 for this category for fiscal year 1957 
is slightly more than 1 percent of the additional amount required for 
this appropriation next year. 


PERMANENT DISABILITY 


The permanent disability category includes disabled personnel who 
(1) are placed in this category immediately after hospitalization 
when the degree and permanency of the disability can be determined 
immediately or (2) are transferred from the temporary disability 
rolls, 

It is estimated that approximately $190.4 million will be required 
for permanently disabled retired personnel in fiscal year 1957 as com- 
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pared with $188.6 million for this year. This increase of $1,834,000 
is slightly over 6 percent of the additional amount required for this 
appropriation next year. The increase in this category is somewhat 
less than the rate of increases for the past few years because practically 
all combat disabilities have been placed on either the permanent or 
temporary disability rolls. Also recent experience has shown that the 
rate of noncombat casualties is somewhat less than those of previous 
years. This can be attributed largely to the fact that the military de- 
partments are operating and training personnel without the pressures 
created by combat conditions. This permits finer screening of incom- 
ing active-duty personnel, greater emphasis on safety and safety pro- 
grams, stability of assignment, and obviates the necessity for involun- 
tary extension of tours of duty, thereby releasing personnel at younger 
ages, 
FLEET RESERVE 


The Fleet Reserve category includes Navy and Marine Corps Regu- 
lar enlisted personnel having 20 but less than 30 years of service who 
elect to transfer from active duty to the inactive Fleet Reserve. Upon 
completion of 30 years of combined active service and service in the 
Fleet Reserve or upon being found physically unfit for further military 
service, such personnel are transferred to the Regular retired cate- 

ories. 
" It is estimated that $40.8 million will be required in fiscal year 1957 
for members of the Navy and Marine Corps Fleet Reserves as com- 
pared with $38.4 million estimated for the current year. This in- 
crease of $2,450,000 is due to an increase of approximately 1,200 in 
the average number to be carried on the Fleet Reserve rolls during 
fiscal year 1957. 

During the period of the Korean hostilities, enlisted personnel were 
retained on active duty 2 additional years beyond the date they other- 
wise would have been eligible for transfer to the Fleet Reserve, and a 
large number were recalled to active duty. That policy is no longer 
in effect and personnel now on the Fleet Reserve rolls are not being 
recalled. 


SURVIVORS’ BENEFITS 


The category “Survivors’ benefits” includes the amounts estimated 
to be required to make payments to survivors of retired personnel pur- 
suant to the Uniformed Services Contingency Option Act of 1953. 
This act permits members of the uniformed services to receive a re- 
duced amount of any retired pay which may be awarded as a result 
of duty in uniformed service in order to provide one or more annuities 
specified in the act to survivors. 

Approximately $1,454,000 is estimated to be required for payments 
to survivors of retired military personnel in fiscal year 1957 as com- 
pared with $965,000 during the current year. This increase of $489,- 
000 will provide payments to survivors of an estimated 365 retired 
personnel during fiscal year 1957. The deductions from the pay of 
retired military personnel electing annuities for their survivors dur- 
ing fiscal year 1957 from which the payments are to be made are esti- 
mated to be approximately $5,151,200. 
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SUMMARY 


Payments under this appropriation are required by law and any 
funds that are not required revert to the Treasury at the end of the 
year. No provision is made in these estimates for any amounts re- 
quired to administer the laws governing retirements for this appro- 
priation. 

Accordingly, the estimate of $525 million represents the best pro- 
jection that can be made at this time of our requirements for fiscal year 
1957. 
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DOD MILITARY RETIRED PERSONNEL 


(BY SERVICE) 










ACTUAL | PROJECTED 


79,261 81,000 


nw ”, 
75,664 
$< ie “s 
8,081 a 8,633 
22,252 


,614 21,230 





30 June 31 Dec 30 June 30 June 
1955 1955 1956 1957 
TOTALS 179,532 185,701 191,280 201,819 


Mr. Suerrarb. The charges that you have referred to are indicative 
of the amount of money out of your 1956 fiscal year as of what date? 

Mr. Wyte. December 31, 1955. 

Mr. Suerparp. This particular presentation is predicated upon cer- 
tain assumptions that cannot be avoided ? 

Mr. Wyute. That is right. 

Mr. Suepparp. It is determined by the law and the strength 
element ? 

Mr. Wvruir. That is right, with no abnormal conditions evident at 
this time. 
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Mr. Wicereswortu. What have been your actual obligations against 
the $495 million available in the current fiscal year as of some recent 
date ? 

Mr. Wyutr. W‘ have a total of 185,701 annuitants on the roll as of 
December 31, 1955, with a total obligation of $236,010,917. 

Mr. Wiccteswortu. It looks as though you ar e going to have a little 
leeway in the present fiscal year ? 

Mr. Wyurr. We may have a little. The rate as of December 31, 
indicates that the requirements will probably be somewhere in the 
neighborhood of $490 million for this year. 

Mr. Wicetesworru. For the 12 months? 

Mr. Wyttr. Yes, sir. 

Mr. Davis. Just for the purpose of knowing how accurate the esti- 
mates have been in the past, do you have some figures that you could 
submit as to the number on these various rolls as of the last date you 
have them that could be put side by side in tabular form with the 
estimate that you submitted to the committee last year? 

Mr. Wyttr. That can be done. However since the estimates of last 
year were developed we have had a military pay raise, so you would 
have a different rate compared to the estimate. 

Mr. Davis. I recognize that. I am not speaking in terms of dollars, 
but the number of cases in each of those categories. 

Mr. Wye. Yes. We have previously presented a statement show- 
ing the trend by months, and we would be glad to furnish that for 
the record as we have done in the past. 

(The information referred to is as follows:) 














June 30, 1955 Dee. 31, 1955 
Category | ee TT - ‘ae 
Estimate Actual Estimate | Actual 
ee Se a ee scape aati | 81, 073 | 80, 062 | L 83, 451 
EY CI os. civ cpuondcssececewntwenseacsnncé 15, 153 14, 681 | 15, 435 15, 214 
NU 2 23 os. Cece nunaadkodncbaennuns | 66, 550 | 66, 081 | 67, 590 | 66, 841 
ee kl Sateen’ aan 16, 701 | 18, 209 16, 972 19, 538 
LEVEE GOINOINNN. 5 5 Cts a ntrere ne ntieemneered seen aon | 496 Pi 499 | 676 657 
i i i ee oaks dosamee | 179, 973 | 179, 532 | 184, 785 185, 701 
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Mr. SHepparpD. We thank you gentlemen very much. 


Tuurspay, Fresruary 16, 1956. 
Court or Miuirary APPEALS 
WITNESSES 


HON. ROBERT E. QUINN, CHIEF JUDGE 

ALFRED C. PROULX, CLERK 

J. A. WYLIE, DIRECTOR, BUDGET AND FINANCE DIVISION, OFFICE 
OF THE SECRETARY OF DEFENSE 


Mr. Suepparp. We have before us the Honorable Robert E. Quinn. 
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JUSTIFICATION OF THE ESTIMATES 


You are making a request for $375,000. We will insert in the 
record at this point the necessary justification pages. 


JUSTIFICATION OF EsTIMATES, FiscaL YEAR 1957 


Appropriation introduction 


Fiscal year | Fiscal year | Fiscal year 
1955 1956 1957 


Aspeberstatia Of GRINS «5 «i <2 inns cacesescennsnowes $320, 000 $320, 000 $375, 000 
Net adjustments (estimated savings)............-------------- A FOO Pode d <a cddalal ldubvecehbveces 
Proposed transfer due to pay increases. ............---.-----.-|-.--..--.---.- O10 Lost nus deocue 

Miata) Airent COA  c.ccenmicd cn scdmenncapeeasya 316, 278 361, 400 375, 000 


This appropriation provides for the salaries of the three judges, other officers 
and employees, and the necessary expenses of the Court of Military Appeals, 
established pursuant to the Uniform Code of Military Justice (5 U. S. C. 654). 
The court serves as the appellate court of last resort for all of the more serious 
court-martial convictions of military personnel. 


Summary of personal services 


1955 actual | 1956 estimate | 1957 estimate 











Total number of permanent positions-.-.-.-.........------------ 42 45 45 
Average n imber of all employees............----------------- 41 44 45 
Number of employees at end of year.......-.----------------- 40 45 45 
Average salaries: Loeeal 
INS MN inn senmeucaccndaenwaceneeme $5, 536 $6,151 $6, 216 
Personal service obligations: ao 
RAINE mane iicncuen igs $276, 034 $326, 700 $335, 700 
Regular pay in excess of 52-week base... .--..--.---------- 1,092 DD Ss ousedetpoums < 
Payment above basic rates......<..662.....55..06..000-0-0- 44 300 300 
Total personal service obligations..............--.------ 277, 170 328, 300 336, 000 


PART I—PURPOSE AND SCOPE OF WORK 


The United States Court of Military Appeals, established by the Uniform Code 
of Military Justice (5 U. S. C. 654) serves as the court of last resort for all 
of the more serious court-martial convictions of military personnel. The court 
has jurisdiction as to questions of law in all cases: 

(1) Affecting a general or flag officer, or extending to death; 

(2) Certified to the court by the Judge Advocates General of the armed 
services, and by the General Counsel of the Treasury Department, acting 
for the Coast Guard; and, 

(3) Petitioned by accused who have received a sentence of a year or 
more confinement, and/or a disciplinary discharge. 

The decisions of the court are final in all such cases and there are no further 
direct reviews. 

In addition, the court is required by law to work jointly with the Judge Advo- 
cates General of the Military Departments and to report annually to the Congress 
on the progress of the military justice system under the code, and to recommend 
improvements therein wherever necessary. 


PART II—JUSTIFICATION OF FUNDS REQUESTED 


The Court of Military Appeals will enter its sixth year of operation with fiscal 
year 1957. At the end of fiscal year 1955 a total of 7,131 cases had been docketed 
with the court, for an average of 1,783 cases per year. With the receipt of 811 
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eases during the first 6 months of fiscal year 1956, it appears that the workload 
of the court for the current year, as well as fiscal year 1957, will continue at 
approximately 1,700 cases per year. 

As of December 31, 1955, the completion of 4% years of operation, the court 
had rendered 754 major written opinions, the first having been released on 
November 8, 1951. This total averages an annual output of 168 written opinions, 
with each judge of the 3-member court contributing an average of 56 major 
opinions per year. In this connection, a comparison with various State courts 
of last resort, as well as the Federal circuits, may be of assistance in evaluating 
the opinion workload of the court. On the basis of figures furnished by the 
National Conference of Chief Justices for the term beginning in the autumn 
of 1952, State supreme courts averaged 25 major opinions per judge per year. 
On the basis of data secured from the Administrative Office of the United States 
Courts, the average among the 10 circuits for the same period was 37 major 
opinions per judge per year. This comparison is based on major opinions alone 
and does not take into account separate opinions of any nature. 

This substantial opinion workload has been carried on in addition to the re- 
viewing functions which the court must perform under article 67 (b) (3) of 
the Uniform Code of Military Justice, wherein the judges have considered and 
passed upon almost 1,700 petitions for grant of review each year since its organi- 
zation 

The additional funds requested for fiscal year 1957 are required to pay the 
increased salaries of the judges as authorized by Public Law 9, 84th Congress, 
approved March 2, 1955, and salaries of the civilian staff of the court as au- 
thorized by Public Law 94, 84th Congress, approved June 28, 1955. Slight adiust- 
ments in other objects of expense are to provide for the printing of decisions 
and other costs incident to the work of the court. 


GENERAL STATEMENT 


Judge Quinn. The United States Court of Military Appeals is the 
court of last resort for the more serious court-martial convictions of 
members of our Armed Forces. Created in 1951 by the Uniform 
Code of Military Justice to interpret and enforce the provisions of 
that code, the court consists of three civilian judges and a civilian 
staff. No military personnel are attached to the court. 

Briefly described, the type of court-martial cases appealed to the 
court fall into two main review categories: (1) Mandatory, and 
(2) discretionary. The mandatory review category includes all cases 
in which the death sentence has been imposed—a total of 33 death 
sentences have been reviewed by the court to date; cases affecting a 
general or flag officer; and all cases certified to the court by The Judge 
Advocate General of any branch of the Armed Forces or by the 
General Counsel of the Department of the Treasury for Coast Guard 
personnel, 

The second category, namely, discretionary, includes all cases in 
which the accused has been sentenced to imprisonment for a year or 
more; or to a dishonorable or bad-conduct discharge, in which the 
accused petitions the court for a grant of review. 

Please permit me to note at this point the sudden and untimely 
death of my associate Judge Paul W. Brosman. Judge Brosman 
died at his desk from a heart attack on December 1, 1955. He was ¢ 
fine man. He discharged his judicial obligations with unremitting 
energy, with dignity and with fairness and devotion to the cause of 
justice. He carried a very heavy burden in the early days of the 
court’s organization and development of the foundations of the pres- 
ent system of military justice. His associates on the bench, his co- 
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workers at the court, and his many friends throughout the country 
held him in high esteen, and I am sure they will always revere his 
memory. , 

I have here a statistical report on the number, status, and disposi- 
tion of all cases docketed with the court from its establishment 
through December 31, 1955. This may be of interest to the members 
of this subcommittee, as evidence of the workload performed by the 
court. 

While this statistical report gives you a mathematical picture of 
the case workload, the court’s main objective, of course, is to do sub- 
stantial justice—to safeguard the rights of each individual subject to: 
the code and to build a fair and impartial system of jurisprudence in 
the Military Establishment. 

No increase in funds is requésted for fiscal year 1957 over those 
requested and appropriated for fiscal year 1956 to maintain an ade- 
quate staff for the continuation of the efficient operation of the court, 
except to the extent that an increase is requested in an amount neces- 
sary to pay for increased salaries of the Judges granted under Public 
Law 9, 84th Congress, approved March 2, 1955, and increased salaries 
for the staff of the court granted under Public Law 94, 84th Congress, 
approved June 28, 1955. 


Unirep States Court oF MILITARY APPEALS 
Status of cases as of Dec. 31, 1955 
Maas Bosbeted. 23.5.0, 3c sa, h umes Sis hak ee rel De 7,942? 
TOTAL BY SERVICES 
Art. 67 (b) (3), USMJ: 








a a 7, 802 
Rivera oes DS SE Eee SEG il ae Se Bra ~ 5, 000 
NI oo tin oct cde EE es, Lek ee Sel eel bh eens 1, 496 
TION, 8 2 5 ee irisintrtinn eagle atcebueda Ads batoay 1, 282 
ee Oo | re Sah a A aI hl teil A la 24 

Art. 67 (b) (2), UCMJ: 
ran ii es 8 53 se) i a a 9 a a 198 
IE ee oe ee ae 67 
aie nk erence gaily epee arene nang ides 110 
a nn ec ee ee aa i is aan recat eel aati ae 16 
ND MON ee SOE Dea ee oe eae 5 

Art. 67 (b) (1), UCMJ: 
a earn cialnes 30? 
A oO I ae a A) eh ee a 29 
Pei Basisiinnis dds. Jk bio lel eee see 0 


1 Discrepancy in total due to some cases coming Pe both on petition and certificate, 
petitioned or certified twice, and assignment of error filed twice. 
2 29 cases involving death sentences ; 1 case involving a general officer. 
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COURT ACTION 


POR ONiss cciccsgntrisincs tticeesinw tind oaa needa SAIL hock mina *7, 802 
Niccolo Sia BA Ae ics hh cea Nl lhl Bch canlgimdeenian arden 627 
a ct ia ical tel talent hE cinta meen nil 6, 878 
Ti 5 
UN ek estes sidietabeengniarstib a eeseecinenstineneenanansiieie 131 
Ory Ns I ok ila din catrenencbiesc mente 32 
TORO, £6 DOE OL TT Nihid ii sick icdinndeiiinion 23 
Disposed of by setting aside findings and sentence________-_____--~- 2 
Ce eC nn dn amiiaiesnnpeeiaqempneite 75 
pS ge RARE AR RE 52 

ON a eca ganemainaitorniaaencea cmebasaioddaegl 198 











Nee le science ieee 184 
Bo LOE RECS SGD EES EE OE eS 7 
I i is hell ail miei vba bo taebbmesapeneins 4 
INN UDO hides ch eit ohh le eine ROR eae aeiineinledl é 
I a dai tect amar 30 
CRIN RO a a hn Se a ain chek 25 
I ii ah tia hiscenlapihwtntel dlc teitalne Shahin Sits Uechtiniaibntn tity 3 
I neil ae het ceaact 1 
ee a on sc rcercserensntgsiecticeseosenne ns eereseeninencoenmnennintes 1 
CI 9 ih a hk ea ch cree Eh bait nitbioed 7, 831 
NN EEE PII SOE PP © Se ee ee Se ee a 6, 878 
a aren daeneiergioennainareaie 131 
ee a aA ae om edieetcaepmaeis dimieuleitanbiines 5 
nnn a el ecco ene aoe inhan cer minnie 4 
Disposed of on motion (without opinion) ~---_-------------_-_----- 25 
Disposed of by setting aside finding and sentence_____-_____-_-_----_ 2 
SE CO. PETE Ge BECO Wiierdi ict cine iennninomaamawade: 24 
BU I sara antec celeb dargains cid Se tal feed ncaa at as eek attiner al 762 
Oe > aii at ic ctenetn et ccna 184 
I a ia eis lead atc iinet 33 
I aaltepet daapiniains eonitneaniiei 9 
ee re. Te I a ok oe cence 12 
Petitions, court action due (30 days) _..........................-. 75 
ett i eit tnwiemewsemnaeeus 52 
I CR NO ie tre ttncictaniew ites reseranimninninimenmnensaiinn 3 
ClO ih cre ew Saab seins aeiipnueee * 762 
a a cee aL ee res ceeds nmasebanneaeitinieees 521 
I ed niteeienelelinanls 7 
CT ARG oe  ctain cp lgutatiaisiehanneaneasienaneaniiah 2 
ST I ee hata enka phrainmalnerannonan 21 
I ee Ie Thad cassie eilcahce ta cheshire cencinssbcleediena dui 159 
OR UR” SR a a, Ses nth bitenilitinaeiiaeanaiaaawmbainien 25 
I aN il etter 25 
I | os oan den dianniaaenimernannipes 1 
Petition for reconsideration of petition for a new trial_____--------- 1 


® Discrepancy in total is due to withdrawal of 13 petitions after granted ; 3 cases having 


a denial and a grant (more than 1 accused in each case) ; 1 case having motion to dismiss 
granted after petition granted; 2 cases remanded after petition granted; 2 cases having 


findings and sentence set aside after grant; 1 case having motion to remand granted after 
petition denied; and 1 case having petition denied for 2 accused and case remanded for 1 


accused. 
«762 cases were disposed of by 754 opinions. 
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Mr. Suepparp. We in the committee join you in your comments 
with regard to your deceased colleague. 

Judge Quinn. Thank you, Mr. Chairman. 

Mr. Suepparp. I have had occasion to follow the activities of your 
operations on possibly four different occasions during the last Real 
year. I want to extend my compliments to you for the expeditious 
manner in which you have made your reviews. It is a splendid serv- 
ice and I personally am very grateful for it. 

Mr. Fioop. How many do you have admitted to your bar? 

a ae Qutyn. Approximately 5,000 lawyers have been admitted to 
the bar. 

Mr. Froop. That would be civil and military ? 

Judge Quinn. Yes, from every State in the Union and some of the 
Territories. 

Mr. Fioop. I may say this, Mr. Chairman, that I have had occasion 
to visit the court, this tribunal. I am licensed to appear before the 
Supreme Court of the United States and I have, as you know, argued 
cases there and before several State supreme courts. 

I think the committee would be glad to know, since we have juris- 
diction over this court, that I have never been more pleased as a law- 
yer with the appearance and manner and dignity and the operation 
of any court as with this court. I see the clerk here, and I can say 
the same thing for him and his office. I am most pleased with the 
entire atmosphere surrounding the place—the building, the dignity, 
the solemnity and the prestige that the court lends to our form of 

overnment. I am very happy to say that this committee and the 
tovernment can be proud of this entire operation. It is doing ex- 
actly what I think we, the Congress, meant it to do and that seldom 
happens in Washingon. 

Mr. Manon. I think that is a very appropriate comment. 


REQUESTED INCREASES 


Mr. WiceLesworrn. Judge, I am not quite clear on the mathematics 
of the picture. It appears from the justifications that we have here 
that you received last year $320,000 which was augmented by a trans- 
fer due to pay increases to the extent of $41,400. That makes a total 
of $361,400. 

Now, the total request before us is an increase of $13,500 above that 
figure. There seems to be a small increase in printing and produc- 
tion, in other contractual services, in equipment, and a further increase, 
dollarwise, in respect to personal services of $6,700. What is that 
$6,700 increase? The number of your personnel seems to remain the 
same. 

Judge Qurxn. The number is the same. The increase did not come 
until February. 

Mr. Wiccieswortn. It would be for the full year? 

Judge Quinn. The full year would account for the difference in the 
request. 

Mr. WiccreswortH. Because of the fact that the increase did not 
apply for the full fiscal year 1956? 

Mr. Wyrttr. Due to the delay in filling positions there is one man- 
year less in 1956. 
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Mr. WicGLEesworrH. You want to go from $6,600 to $10,000 in your 
printing and reproduction, and from $3,000 to $5,000 in other con- 
tractual services, and from $5,500 to $6,000 in equipment? That is a 
total of about $5,900. 

Mr. Wvrute. That is right. 

Mr. Wieciteswortu. What is the reason for that ? 

Mr. Provtx. I believe that I can answer the 06 item. On printing 
and reproduction, the way the court has been operating, they run a 
volume and a half per year of opinions, and every other year we ac- 
tually have two volumes printed. The next year we will fall back 
to one, and that figure will drop. 

Mr. WiceLreswortn. This is the year for two volumes ¢ 

Mr. Proutx. We will be going into two volumes. 

Mr. Wiac6ieswortu. What is the other contractual services? 

Mr. Provutx. Under contractual services, we have a limited space 
for our library, which we are hoping to expand. The library facilities 
have been limited and the books have been placed in the hallways, 
which means the library loses control of the books. Not that they are 
permanently removed, but anyone can take them off the shelf and it 
always happens that some other office is looking for the same book. 
We feel contro] there within the library would be a much better 
operation. 


WORKLOAD 


Mr. Foro. Is there any relationship between your workload and the 
number of men that are in the armed services ¢ 

Judge Quinn. Well, 1 would think so, Congressman. As long as 
the Military Establishment consists of approximately 3 million men 
our workload would be about 150 petitions per month. It dropped off 
about 40 or 50 per moath after the cessation of hostilities in Korea. 
However, the largest month we ever had was last June, 228 petitions, 
but it is now stabilizing to about 1,700 to 1,800 a year, and will I think, 
remain at more or less that figure as long as the Military Establish- 
ment consists of approximately 3 million men. 

Mr. Forp. Right now are you getting, or have you been getting, 
the results of the Korean war—the increase in personnel resulting 
from the Korean war? 

Judge Quinn. Now the result of that is entirely over. After the 
cessation of hostilities it continued at about the same rate, and then 
there was a drop of approximately 20 percent. 

Mr. Forp. Is there any time lag between the number of personnel 
on active duty and the time that you actually get an increase of cases 
before you ? 

Judge Quinn. Yes, I would think so. There might be a time lag 
of maybe 9 months to a year. 

Mr. Forp. I think that it might be helpful for the record if we 
could have a tabular chart showing the number of men on active 
duty in the Armed Forces and alongside of it the caseload you have 
each year. It might be helpful for us to develop the historical 
trends. Show the men on active duty and the caseload. Can you 
do that ? 

Mr. Provutx. Yes. 
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In addition to that, there is an excellent article written by Kar- 
len and Pepper, entitled “The Scope of Military Justice,” comparing 
the New York criminal jurisdiction and the military, and how en- 
lightening it is to see that the percentage of crimes which prevails 
in civilian life likewise prevails in the military—there is a close 
correspondence between the ratio of crime potential and the ratio of 
criminal cases tried. 

Mr. Forp. You can supply that? 

Mr. Proux. Yes. 

(The following information was furnished :) 


Relationship of personnel in the Armed Forces to court-martial cases and cases filed 
with the U. 8S. Court of Military Appeals 


| 
1951 | 1952 | 1953 | 1954 1955 
Personnel strength of Armed Forces !_____- 3, 327,579 | 3,360, 168 | 3, 240, 152 | 3, 006, 334 2, 701, 972 
Court martial cases for Armed Forces 2___- 228, 442 257, 049 | 291, 187 | 247, 833 : 
Court-martial cases filed with U. 8. Court 
OF MEtiitary ADDCOIS... .... canes cosacesse< 3 321 1, 751 | 2, 160 1, 829 1, 881 





1 As of Dec. 31; all military personnel on extended or continuous active duty. Data include special 
categories of such personnel, as follows: Nurses, Navy and Marine Corps Reservists associated with Reserve 
activities, and officer candidates. Retired personnel are excluded. 

2 Since the Navy did not compile statistics on a calendar year basis until 1954, the fiscal year totals for 
this branch for 1951, 1952, and 1953 were accordingly adjusted for the purpose of this chart. 

3 First case filed on July 9, 1951. 


Mr. Miter. To what extent is your caseload decreased by the estab- 
lishment of precedents and the fact that many types of cases have been 
before your court for decision? Do you still get the same kinds of 
cases, or are they bringing up other legal points? 

Judge Quinn. Perhaps to some extent it has decreased by reason of 
the establishment of a line of decisions. It is impossible to tell per- 
centagewise what the decrease would be. There has been some de- 
crease. The greatest decrease would be the result of the cessation of 
hostilities in Korea. 

Another reason for the decrease might be stare decisis, the fact that 
we have now disposed of some decisions on desertion and absence with- 
out leave and cowardice and so on and so forth. It would be pretty 
hard to tell just what effect that would have percentagewise in the 
reduction of the workload. 

Mr. Mintzer. I would think that it would, but as a matter of fact, 
there would be a tendency to some extent as you have a chance to build 
up a backlog of precedents to lighten your burden a bit. 

Judge Quinn. I would say so; yes. 

Mr. Miturr. I would like to join in the laudatory remarks of my 
colleague. I think from all I can hear from every source this court is 
developing along the lines Congress had in mind when we created it. 
I want to congratulate you, sir, and your associates, for doing a very 
fine job. 

Mr. Froop. I might like to add this: IT have the impression that the 
court has contributed greatly to the establishment of the dignity and a 
higher respect within all branches of the armed services for its legal 
lawyers, for its Judge Advocate General department. They are no 
longer the stepchildren that they have traditionally been. This has 
done much to build up morale, regard and respect and proper standing 
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within the services for the lawyers in the Judge Advocate General’s 
Department, and that, I think, 1s a healthy and a very good thing. 
Mr. Mitrer. I concur. 
Mr. SHeprarp. Thank you very much, gentlemen. 
lhe committee will stand adjourned. 


Frinay, Apri 13, 1956. 
LANGUAGE CHANGES 
WITNESSES 


MAJ. GEN. ROBERT S. MOORE, OFFICE, ASSISTANT SECRETARY OF 
DEFENSE (COMPTROLLER) 

HUGH M. MILTON II, ASSISTANT SECRETARY OF THE ARMY 

DAVID S. SMITH, ASSISTANT SECRETARY OF THE AIR FORCE (MAN- 
POWER) 

THOMAS P. PIKE, ASSISTANT SECRETARY OF DEFENSE (SUPPLY 
AND LOGISTICS) 

WILLIAM W. WICKES, STAFF DIRECTOR, DISPOSAL 

CAPT. EDWARD J. O'NEILL, OFFICE OF CHIEF OF NAVAL OPERA- 
TIONS 

COL. LEE V. WISEMAN, CHIEF, INSTALLATION SUPPORT AND 
VEHICLE DIVISION, DIRECTORATE OF SUPPLY AND SERVICES, 
DCS/MATERIEL, HEADQUARTERS, UNITED STATES AIR FORCE 

LAWRENCE E. CHERMAK, COUNSEL OF THE OFFICE OF THE NAVY 
COMPTROLLER 

T. A. JANSSEN, DEPUTY DIRECTOR, OFFICE OF PROGRAMS REVIEW 
AND ANALYSIS, OASA (FM) 

COL. HUGH W. STEVENSON, G-—5, EXECUTIVE OFFICER, NBPRP 

MAURICE H. LANMAN, JR., ASSISTANT GENERAL COUNSEL, DEPART- 
MENT OF DEFENSE (FISCAL MATTERS) 


GENERAL PROVISIONS 


Mr. Manon. Will you present the program for this morning, Gen- 
eral Moore? However, before you proceed, I would like to say, Gen- 
eral Moore, you have been most helpful to us this year. You doa good 
job for this committee and the Nation and the Department of Defense. 

General Moore. Thank you very much. 

I have this morning witnesses to explain certain changes in the 
general provisions. I propose that we take them up, not in the regular 
order, but in the order that will save the most time and permit hearing 
the most witnesses as quickly as possible. 

If that is satisfactory to the committee, I will proceed according to 
the proposal before the members. 


DEPENDENTS’ ScHoOOLING OVERSEAS 


The first witness is Assistant Secretary of the Army, Mr. Hugh 
Milton, who will explain section 607 appearing on page 273 of the 
committee print. The subject is “Schooling for Dependents.” 

Mr. Manon. You may proceed, Mr. Secretary. 
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Mr. Miron. Mr. Chairman, my name is Hugh Milton, and I am 
Assistant Secretary of the Army. However, this morning I am ap- 
pearing for the Department of Defense. I do have a prepared state- 
ment for the record that I would like to submit, but with your per- 
mission, I would just rather ad lib because the substance is so brief 
that I think that 1 could conserve your time. 


GENERAL STATEMENT 


Mr. Chairman and members of the committee, on behalf of the De- 
partment of Defense, I sincerely appreciate the opportunity to appear 
before your committee on a subject of such importance to the welfare 
of military personnel. My statement deals with the matter of the per 
pupil limitation imposed on the education of military dependents of 
personnel stationed overseas—a very important responsibility of the 
Department of Defense. 

I am certain that it is the intent of Congress to continue to support 
the military departments in their dependents’ educational programs. 
It is incombantt upon us to see that the children of servicemen overseas 
are provided adequate American-type schooling facilities. Generally, 
such education is not available overseas, except as provided through 
tuition fee or service-operated schools. The reason for my appearing 
here is to emphasize that the per-pupil limitation placed on these pro- 
grams by the language of the general provisions of the Department of 
Defense Appropriations Act has proved to be too restrictive. The 
Department of Defense has thoroughly reviewed the program and con- 
siders that an average of $255 per pupil should be allowed. 

Prior to fiscal year 1953 funds for the education of dependents in 
overseas areas were appropriated without specific limitations on the 
average cost per pupil. Each year since that time a limitation has 
been placed upon the funds to be used for this purpose. 

Section 609 of the Appropriation Act for fiscal year 1956 imposed 
an average limitation of $240 per pupil for the education of depend- 
ent children overseas. This amount was found to be inadequate to 
finance this program during the present fiscal year and an even 
greater deficiency would exist in fiscal year 1957 under such limitation. 

Estimated average cost per pupil for fiscal year 1957 for the areas 
subject to the limitation of the three departments are as follows: 
Army, $255.08, Navy, $252.51, and Air Force, $254. 

A new element which causes a requirement for more appropriated 
funds is the uncertainty of the amount of German deutschemark 
support. By the terms of the Paris agreement of 1954, Germany 
agreed to pers funds to be used for support of allied troops in Ger- 
many. The present agreement for such support expires on May 6, 
1956. Whatever German funds may eventually be provided for this 
program would, of course, result in a reduction of money required from 
appropriated funds. 

Subsequent to the approval of the limitation imposed in the ap- 
propriation act of 1956, the Federal Employees Salary Act of 1955 
required the military departments to increase the salary paid to teach- 
ers by approximately 714 percent. This factor, together with the loss 
of deutschemark support, makes it imperative that the average per 
pupil limitation be increased. 
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The Department of Defense, in fulfilling its responsibilities in this 
program, makes every effort to insure that teachers of the highest 
caliber are employed for these schools. Schools are operated as eco- 
nomically as possible under appropriate standards. For example, 
whenever possible dependents of military personnel stationed over- 
seas who hold teaching certificates are employed as te: ichers, thereby 
saving the Gover nment the cost of providing transportation, quarters, 
and overseas differential pay of teachers recruited in the United States. 

The records of these schools are reviewed biennially for any devia- 
tion from the rigid standards set up by the North Central Associa- 
tion of Colleges” and Secondary Schools. Deficiencies in curricula, 
substandard qualifications of teachers and administrators, inadequate 
libraries, or lack of minimum physical facilities can mean the with- 
drawal of accreditation. A reduction below the requested per student 
average amount of $255 could jeopardize the future accreditation 
of service-operated secondary schools in overseas areas. 

If adequate funds are not made available the deficit must be pro- 
vided from nonappropriated funds taken from morale and recrea- 
tions programs planned for the well-being of our servicemen and by 
direct assessments on parents. Such assessments, for a well-estab- 
lished requisite of living normally furnished free to American citi- 
zeus, can only be viewed as a pay cut and an increase in the cost of liv- 
ing. Your favorable actions in many other areas of our career incen- 
tive requests indicate awareness of the problem we are having to at- 
tract and retain long-time career service personnel. 

From the above informatiton I believe that you will agree that in- 
adequate provisions of funds for education of the children of our serv- 
icemen overseas can have only adverse effects on service career atti- 
tudes. Therefore, I urge that your committee accept the strong rec- 
ommendation of the Department of Defense to increase the limita- 
{iton to an average of $255 per student. 

Service representatives are here to provide any detailed information 
the committee desires. 

Mr. Miron. My remarks concern themselves with the limitation per 
student that is imposed in the general language in the appropriation 
bill. I fully realize your intense interest in providing adequate edu- 

cational facilities for the dependents of our people who are overseas, 

There are two ways by which we can provide this education: One 
is by tuition, and the other is by service-supported schools. 

Prior to 1953 there was no limitation imposed by the Congress on 
the per capita cost per student. Since that time there has been a limi- 
tation, and we are finding that the one imposed last year has become 
quite restrictive and we are fearful it is going to interfere with the 
quality of education. 

COST OF PROGRAM 


I shall comment upon two factors that have influenced decision on 
our part: 

First, I would like to say that we are asking that the limitation which 
last year was $240 per student be raised to $255 per student. T think 
that you would be interested in seeing how closely that $255 is cor- 
related with the estimated cost of the three services. 
aa Army estimates its cost at $255.08 per student: the Navy, 

51, and the Air Force, $254. 
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There are certain factors which influence this request made to you, 


sir. One factor is that, by the act of Congress, you increased the pay 
of our civilian employees by 714 percent last year, which action came 
after our request. 

Other experience factors have increased our estimate to be right in 
the neighborhood of $255 per student. 
‘ Mr. Manon. Has this proposed change been cleared with the 

udget ? 

Mr. Minton. Yes. I was told it was. General Moore can verify that. 

General Moore. Yes. 

Mr. WiceLeswortu. What is the one proposed factor in the picture 
that is increasing your estimate? 

Mr. Mirron. The 714 percent increase for civilian employees. 

Mr. Wicerieswortu. In pay ? 

Mr. Mivron. Yes. Last year the 714 percent was not included in 
the $240. 

Mr. WiceLtesworru. Why ? 

Mr. Miuron. Your action to increase the pay of civilian employees 
came after our submission of our budget to you, sir. 

Mr. WiceLeswortH. When you say “estimates” how does that com- 
pare with the actual experience for the current fiscal year? 

Mr. Miuron. I have my backup witnesses with me here. 

Mr. Wiceiesworru. I do not want any backup witnesses’ testimony ; 
I just want to know what the fact. is. 

Mr. Mirron. May I have the total defense budget there ? 

Mr. WiccieswortH. What have the costs actually been for the Army, 
the Navy, and the Air Force in the current fiscal year? 

Colonel Ric. I represent the Department of the Army. We have 
not been able to meet our commitments. 

Mr. Wicciesworru. What has been your experience? How much 
has it been costing you ? 

Mr. Muvron. $259 for the Army, $252 for the Navy, and $250.12 
for the Air Force. 

Mr. Wiceiesworru. Why can the Air Force get along with $240 
next year when it is costing them $250 now? 

Mr. Muzton. The Air Force estimates for next year it is $254. May 
I give you the figures again? The Army is $255.08; the Navy, $252.51, 
and the Air Force, $254. 

That is the basis of our estimate for the 1957 budget. 

Mr. Manon. How much additional money do you estimate you will 
require for the fiscal year 1957, or do you know ¢ 

Mr. Mixton. I have Mr. Cooper outside. I would like him to step in. 

This is a matter of the terminology and the law, sir. 

Mr. Manon. I understand that you are not asking for more money. 

Mr. Mitton. That is not right. 

Mr. Manon. I was just wondering how much money is involved. 

T see that Mr. Cooper has entered the room. 

Mr. Coorrr. Yes. 

Mr. Manon. How much additional money do you think you will 
need in 1957 as compared to 1956 for this school program ? 

Mr. Coorer. Approximately $3 million. 


Mr. Manon. What you are asking us for will cost $3 million more? ° 


Mr. Coorrer. That is right. 
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Mr. Manon. If we do not do this what will be the eifect, Mr. See 
retary ¢ 

Mr. Miron. It is going to have one of three effects. It is going 
to require the additional payment be made by the individual, the father, 
or the mother, or else we are going to have to reach into nonappro- 
priated funds which we use for recreational and morale facilities, or 
else we would have to cut the number of teaching days and therein 
is where we run crosswise with the accrediting associations, which 
influences the youngsters when they come back to the States. 

Mr. Manon. Do you feel strongly about this matter / 

Mr. Mitton. We do, indeed. 

Mr. Manon. Are there any further questions ? 

Mr. Wiceiesworru. How much has the deutschemark contribution 
amounted to in this field in the current fiscal year ? 

Mr. Miron. May I give you the figures of the Army last year on 
that? Our estimate of the cost per student is $259. We estimated that 
of that amount $10 would be taken care of by the deutschemark con- 
tribution. 

Mr. Manion. Thank you very much. 


ACTIVITIES FUNDED 


Mr. Wurirren. The question that enters my mind is how much the 
Government ought to be paying for this morale. You can finance 
the present program by drawing on these funds for extracurricular 
activities. You state that you can use your present money and meet 
the situation if you take it out of these other funds. How much of 
your total money is put into these other activities ? 

Mr. Mixron. Perhaps I do not catch the question. If you are ask- 
ing me how much of the $259.40 we spend on recreation the answer is 
none, sir. That money comes from the other way. We take it out 
of the recreational nonappropriated fund and put it in to make up 
the deficit in education. 

Mr. Wuirren. You do not finance any of these other programs? 

Mr. Miron. No. Your law is very specific on that. You say that 
we shall start with the first grade and only for education, and gen- 
erally the costs that are involved are teacher costs and textbook costs— 
the general classroom costs are the ones that are involved in this figure. 
There is no recreation included in them. 

Mr. Scrivner. You said that if this entire amount is not provided 
the parents, would have to provide the pay of some of the expense. 
How much? All the rest of us parents have to pay some. I am just 
curious to know how much they might have to pay. 

Mr. Miuron. The Army estimated for this year if we could not get 
the money from other sources, nonappropriated funds incident: illy, 
we would have to charge $9 per student back against the parents. 

Mr. Scrivner. A year? 

Mr. Minton. Yes. 

Mr. Scrivner. Seventy-five cents a month? 
Mr. Minton. Yes. 

Mr. Manon. We thank you very much. 
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Experts AND CONSULTANTS 


Mr. Manon. You may proceed, General Moore. 

General Moore. I would like to present at this point Assistant 
Secretary of the Air Force, Mr. David S. Smith, who will defend sec- 
tion 601 appearing on page 269 of the committee print. The subject 
is experts and consultants. 

Mr. Manon. You may proceed, Mr. Secretary. We will be glad 
to hear you. 

GENERAL STATEMENT 


Mr. Smiru. Mr. Chairman and members of the committee, I am 
glad to be here today to discuss the subject of compensation of experts 
and consultants. These people are invaluable to the Department of 
Defense by furnishing advice and assistance not obtainable from pres- 
ent personnel resources. They also furnish services not obtainable 
by employment of additional full-time personnel or of a nature that 
would not require employment of full-time personnel. Section 601 
of the Department of Defense Appropriation Act of 1956 authorizes 
the employment of experts and consultants at rates not in excess of $50 
per day. 

Examples of present Department of Defense consultants are these: 
Dr. Lee A. DuBridge, president of California Institute of Technology 
who serves as technical adviser to the Assistant Secretary of Defense 
(Research and Development) on all military research and develop- 
ment problems; Mr. Joseph A. Stimmler, Jr., consulting engineer who 
advises the Assistant Chief of Staff, Installations of the Air Force on 
Air Force worldwide fueling systems and terminal facilities for fuels; 
Dr. Frederick Seitz, head of the department of physics, Carnegie In- 
stitute of Technology and 1 of the 10 top physicists in the country who 
serves on the Secretary of Navy’s Research Advisory Committee; Dr. 
Bernard Lewis, Physical Chemist who advises the commanding gen- 
eral of Aberdeen Proving Grounds on chemical propellants. From 
these few examples, I believe the importance of the work involved as 
well as the level at which consultants and experts in the Department 
of Defense serve is evident; they are paid only for the days on which 
they actually serve. 

The maximum rate of $50 per day for experts and consultants was 
fixed for the National Military Establishment in the NME Appropria- 
tion Act of 1948. The $50 maximum has remained unchanged from 
1947 to the present. At the time it was established, this $50 rate 
represented a premium rate which was $11.54 in excess of the maxi- 
mum salary for grade GS-15 under the Classification Act when com- 
puted on a daily basis. Today, this difference has shrunk to $1.20. 

It is significant to note that grades GS-16, —-17, and -18 were added 
to the Classification Act in 1949. With the amendments made by the 
Salary Increase Act of 1955, the maximum daily rates for Grades 
GS-16, -17, and —18 became $52.96, $56.24, and $56.96. Further dis- 
tortion of the relationship of the maximum rate for consultants and the 
maximum rates for full-time employees will result in the event Con- 
gress approves an Executive Pay Act. Under H. R. 7619, 84th Con- 
gress, the Executive Pay Act which has passed the House, the maxi- 
mum rate for professional and scientific personnel is set at $17,500 
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(daily rate $67.30). S. 2628 pending consideration in the Senate, has 
a similar provision and in addition establishes the maximum rate for 
GS-18 at $17,500. 

To assure that the Department will continue to have available to 
it the best technical and professional advice and to keep the maximum 
rate for experts and consultants at the premium rate it was originally 
intended to be, it is recommended that the present maximum of $50 
be raised to $75. The proposed maximum rate, of course, would be 
paid only in those instances where the value and importance of the 
service to be performed as well as the experience and attainments of 
the consultant involved warrant such a rate. 

While the Government cannot expect to offer rates comparable to 
those which industry pays for the highest levels of skilled advice, it 
is important that the present gap not be widened to the extent that 
the services of many skilled persons cannot be obtained because the 
economic loss is too great. Many patriotic persons are willing to 
render expert advice and asssitance to the Department of Defense 
despite the fact that the rate of pay they receive is appreciably less 
than they receive from a private industry. It is a fact, however, that 
as the gap becomes wider it becomes more difficult for some persons to 
devote time to public service. Problems in obtaining qualified persons 
have begun to arise, particularly in the scientific area. 

The Congress has recognized the need for higher maximum rates 
for consultants and experts with regard to a number of other Federal 
agencies. Current appropriation acts authorize the Internal Revenue 
Service to make appointments “at such rates as may be determined 
by the Commissioner” and the Executive Office of the President to 
make appointments “at such per diem rates as the President may 
specify.” Similarly, there is no ceiling for scientific and technical 
consultants and experts used by the Atomic Energy Commission. 
Other agencies have authorizations for a maximum of $100. These 
agencies include the Soil Conservation and the Agricultural Market- 
ing Service of the Department of Agriculture; the Public Health 
Service of the Department of Health, Education, and Welfare; the 
Bureau of Public Roads, Panama Canal, and the St. Lawrence Seaway 
Development Corporation of the Department of the Interior; the 
Smithsonian Institution in connection with the building construction 
project for the Museum of History and Technology. A maximum 
rate of $75 is authorized for the Patient Office. ' 

In view of the maximum rates currently authorized for experts and 
consultants for numerous other Federal agencies, the statutory rates 
established for positions under the Classification Act by the 1955 
revision, and the increases proposed under the Executive Pay Acts 
now before Congress, it is important that the $50 maximum currently 
authorized in section 601 of Public Law 157, 84th Congress, be in- 
creased to $75 in the Department of Defense Appropriation Act for 
1957. 


AVERAGE RATE OF PAY FOR CONSULTANTS 


Mr. Manon. From your experience, what is the average rate of pay 
for consultants in the Department ? 
General Moorr. $49.40. 
Mr. Smirn. I was going to say that it would be fairly close to $50. 
76019—56 
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SPECIAL RECOGNITION FOR CONSULTANTS 


Mr. Manon. General Moore, did the Department ever consider giv- 
ing a man a little special recognition when he acts as a consultant 
for the Government? You know the British, by giving special awards 
from the King or the Queen, create a feeling of tide among the 
people who work for the government. It seems to me that if you were 
to give the special consultants letters from the President of the United 
States saying, this certifies that Mr. So-and-So was called in by the 
Government of the United States and that he rendered valuable serv- 
ice to his country, and this is a little token of appreciation or recogni- 
tion, he would much rather have that than the money. 

General Moors. There is certainly a tendency in that direction, I 
think your suggestion, Mr. Chairman, is something that the Depart- 
ment as a whole—the Army, the Navy and the Air Force—should pay 
greater attention to because in the last 5, 6 or 7 years we have availed 
ourselves of the services of many, many individuals who are already 
in an income bracket where the $49.40 goes back to the Government 
mostly in taxes. The money is not what they are looking for; they 
are looking for, first—nearly 99 percent of them—some way whereby 
they can do something for their Government. 

Mr. Manon. Or their company. 

General Moors. Perhaps. They would like not only to take home 
with them a token of appreciation and hang it upon the wall, but also 
when they are in the Pentagon they would like a little recognition 
of the fact that they are really accomplishing something. 

Mr. Smirn. I would like to answer specifically your comment. We 
do have quite a hierarchy of civilian awards that are given. They 
are often in the form of a piece of paper or a piece of parchment 
signed by the Secretary. Sometimes the Secretary of the Air Force, 
of whom I have particular knowledge, and also the Secretary of 
Defense will award them in a little ceremony in the Secretary’s office. 
It will often include a little pin to wear in their lapels. There is a 
whole hierarchy of awards to civilians, and they are often awarded to 
consultants. I could not agree with you more fully, they do a great 
deal to recognize their service. 

There is a point that we have been taking into consideration more 
in the last year or so—rewarding people through that means by giving 
them recognition. I think that it does mean a great deal more to them 
in some cases. 

Mr. Manon. If the Government should write a memorandum to a 
member of this committee after he retires saying that your services 
are desired in Washington for special consultation with regard to a 
field in which we think you are specially qualified, most anyone would 
jump at the chance to come to Washington if his expenses were paid. 
He would not need a lot of money. I believe that you could handle 
this thing in such a way as to promote patriotism and get a little 
more enthusiasm and Americanism on the part of the people serving 
their Government. On the other hand, to pay these experienced 
people $50 a day, or even $75 a day, is not too much. 

Mr. Suirn. I think that it depends upon the case. There is no 
question about it, a civilian award of the type of which you speak 
given at a ceremony 

Mr. Manon. I am not thinking about awards for long outstanding 
service. 
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Mr. Smiru. Either short or long service. I think it adds significance 
to many people. But in many cases the question of whether it is $50 
or $75 a day is tremendously important. Many of the people that 
we need today are scientific people and in some cases their income 
is not commensurate with their ability. Often we want professional 
people, college professox;s, who are grossly underpaid to begin with, 
and they cannot afford it. 

Mr. Manon. I understand that some people need the money and 
they should get it. 

Mr. Smiru. There are many that have that problem. When we 
ask them to leave their college and travel to wherever our installations 
ure and take a period of time out, a year or so, maybe 1 day a week, 
the difference between $50 and $75 a day may well be the determining 
factor whether they will accept the job or not. 

Mr. Manon. Off the record. 

(Discussion off the record.) 

Mr. Scrivner. In view of what General Moore said, we have ex- 
cessive language in here when we have the words “not in excess of.” 


COST OF PROGRAM 


Mr. Suerrarp. What is the total number of military personnel in- 
volved ? 

Mr. Sairu. I cannot give you the figures for the Pentagon, but as 
{ understand it, the total number involved is 3,406 throughout the 
total military services and the Defense Department worldwide. 

Mr. Manon. For what period ? 

Mr. Smiru. As of July 1955, there was that number. 

Mr. WiceieswortH. Individuals? 

Mr. Smiru. They were not all working at that time because they are 
only paid for the days they are actually on duty and working, but 
that was the total number who were available to be on duty at that 
time. 

Mr. Suerrarpv. What was the total cost? 

Mr. Smirn. It runs about $2 million a year for the total cost. 

Mr. WiceteswortH. This would add another $1 million ? 

Mr. Smiru. About another $1 million; yes, that is correct. 

Mr. Manon. Are there any other questions in regard to consultants ? 

Mr. Smirn. Thank you, Mr. Chairman. I would like to say we 
really considered this as important because in the technical and scien- 
tific field it is very important to us to secure the services of qualified 
people. 

PAY NOT PRIMARY INCENTIVE OF CONSULTANT 


Mr. Wurrren. Can you cite examples of where anyone has failed 
to meet your call to serve in that capacity? It is my observation that 
these people are pleased to contribute. I do not want them to do it at 
a loss. I doubt seriously if you can cite any examples of where you 
have been unable to get people to come because of the difference in 
pay. 

Mr. Smrirn. I am unable to cite a specific example, myself, but in 
the field I can tell you—and I have talked to commanders in the field— 
where they have tried, and I cannot say that the difference of $25 
would necessarily get the man in, we are certainly having trouble. We 
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ie ye trouble getting the number of scientific advisers that we 
need. 

Mr. Wuirren. That is a general answer. I would like the record 
to show the number of cases. 

Mr. Manon. I think the point is well taken. Get from the field 
specific facts telling us what number declined, and what trouble you 
have had and what the difference in the money makes. 

Mr. Scrivner. How many have declined merely because the pay 
was not more than $50 a day ¢ 

Mr. Mauon. And what percentage of these people really need the 
money. Of course some of them, as you say, are professors and tech- 
nical people who are not people of wealth. We would like a little 
enlightenment on that. 

Mr. Smiru. I will be glad to get that information as quickly as 
ITcan. You must understand that in order to get that kind of infor- 
mation from the field it will take a little time. 

Mr. Manon. Get us some helpful information. 

Mr. Smiru. We certainly will. 


SALE OF ScRAP AND SurPLUS MATERIALS 


Mr. Manon. You may proceed, General Moore. 

General Moore. The next witness will be Assistant Secretary of 
Defense, Supply and Logistics, Mr. Thomas P. Pike, who is present 
to defend section 612 appearing on page 277 of the committee print. 
The subject is, “Proceeds from sale of scrap and salvage.” He will 
also take up after he has completed that item, “Contract restrictions,” 
appearing in section 638 on page 289 of the committee print. 

Mr. Manon. Will you proceed, Mr. Secretary ? 


GENERAL STATEMENT 


Mr. Prxe. The recommended change incorporated in section 612 
will permit proceeds from the sale of usable surplus materials, in 
addition to proceeds from the sale of scrap or salvage materials, to 
be available during the fiscal year 1957 for expenses of transporta- 
tion, demilitarization, and other preparation for sale or salvage of 
military supplies, equipment, and materiel. It is intended that such 
expenses will include in addition to demilitarization and transpor- 
tation, costs of identifying, screening, appraising, advertising, and 
otherwise preparing for redistribution and disposition and the actual 
disposition of excess, surplus, and foreign excess personal property 
of the Department of Defense. The limitation on the amount of 
proceeds for this purpose is recommended for increase to $53,500,000. 

It is believed that with these changes the Department of Defense 
disposal program will be placed on a self-sustaining basis with Con- 
gress to be informed of the use of the funds through the medium of 
comprehensive quarterly reports. 

During fiscal year 1955 the Department of Defense disposal pro- 
gram at home and abroad, exclusive of contractor inventory, resulted 
in return to the Government in sales proceeds of approximately $170 
million for all types of property sold as excess to military require- 
ments. Expenses of this program were financed directly and indi- 
rectly from many sources, including the proceeds from the sale of 
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salvage and scrap as authorized by section 715. of appropriation act 
for fiscal year 1955. 

Under such circumstances it is impossible to ascertain the total cost 
of the Department of Defense disposal program and, on a year-to- 
year basis, to compare costs with the dollar return. An important 
management tool, both for the Department of Defense and the Con- 
gress, is thus not available for use. 

Should the Congress enact this general provision in the suggested 
form the following action will be taken by the Department of Defense: 

1. Establish separate disposal proceeds accounts for each of the 
military departments, and subaccounts for sales at home and abroad. 

2. Record authorized costs charged against each such account by 
type of operation performed. 

3. Transfer, at periodic intervals, disposal proceeds in excess of 
operating requirements, to the miscellaneous receipts account of the 
‘Treasury. 

4. Report quarterly on receipts and disbursements to appropriate 
committees of the Congress, the Director of the Bureau of the Budget, 
and the Secretary of the Treasury. 


EXPERIENCE OF MR. PIKE IN DISPOSAL PROGRAMS 


Mr. Manon. Mr. Secretary, how long have you been in the Depart- 
ment ¢ 

Mr. Pike. About 21% years, sir. 

Mr. Manon. Have you personally looked into the operations of this 
scrap-disposal program / 

Mr. Prke. Yes. We have a staff director on disposal, and starting 
in the fall of 1958, our office has taken a very active interest in the 
entire disposal program of the Department of Defense. 

You may recall] at that time out of our office we set up an operation 
that we called Operation Cleansweep, and since that time we got 
together the industry advisory committee of outstanding men in the 
country in the field of merchandising, and we have gotten together and 
issued as a policy guidance for the military departments a merchandis- 
ing and sales program. We have gotten underway programs for the 
training of disposal officers, the people in the military directly engaged 
in the operation. : 

As I say, we have generally taken a very close and direct interest 
in the program. 

VALUE OF DISPOSAL PROGRAM 


Mr. Manon. Do you really think that the proposal that we have had 
in the previous bills and in the 1956 bill is in the best interest of defense 
and the taxpayer? Iam not talking about what you are proposing; I 
am talking about what we have been doing all the time. I well remem- 
ber on the motion of Mr. Engle, a Republican Member from Michigan, 
we started this program. I would just like to know it it really works, 
in your opinion. 

Mr. Pike. The question is whether our disposal program is work- 
ing? 

Mr. Manon. Whether this section that is in the law, and which you 
are operating under today, is doing any good. Are you for it or 
against it ? 
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Mr. Pree. It takes money to operate this disposal business, and 
presently we are not appropriated enough money to do the whole job. 

Mr. Manon. We could appropriate money for that purpose and not 
have this type of program. 

Mr. Prxe. I think perhaps the chief advantage of this type of pro- 
gram is that it gives not only to Congres, but those at our Jevel in the 
Department of Defense and the commanding officers of the posts a type 
of profit and loss statement we should have on the operation. 

Heretofore the amount that has been set aside to be used for the 
financing of the expenses of the disposal program, as I understand it, 
has been in the neighborhood of $31 million, and that has not been 
sufficient to cover all the expenses. 

Mr. Manon. Now, this new addition would just merely broaden the 
program ? 

Mr. Prex. That is right. It does not require any new appropria- 
tion; it just asks for an increase in the amount to be authorized. 

Mr. Manon. We do not want to branch off into some field that will 
later cause embarrassment. Are there any questions? 


RETURN TO GOVERNMENT FROM SALES 


Mr. Sueprarp. What has been the total amount of money that has 
reverted to the Federal Government under the section of the law that 
presently prevails? 

Mr. Pree. I do not know that I can give you that figure. The total 
gross proceeds I have indicated in my testimony were $170 million. 
We have not been able to actually get together all of the expenses. We 
have used the $31 million that we were allowed to under a similar 

rovision last year. Other expenses have been picked up and recorded 
indirectly by the use of facilities, trucks, transportation, manpower at 
the various bases. 

Mr. Suerrarp. As near as you can check now, it is reflected at about 
$43 million? 

. Mr. Pree. As near as we can keep books on the thing. 

Mr. Suepparp. As near as you have been able to ascertain? 

Mr. Pree. Right, sir. 

Mr. Wiceireswortn. I am not clear on what has been stated. The 
$170 million figure you have given us represents receipts from scrap 
and salvage? 

Mr. Pix. No; that reflects all receipts, from scrap, salvage, and 
surplus. 

Mr. Manon. And surplus? 

Mr. Prxe. That is correct. 

Mr. Wiceieswortn. And you are in effect asking us to allow you 
to use these funds, in 1957, to the extent of $53,500,000; is that it? 

Mr. Pree. Yes. We would use this amount to finance the operation 
and to give us an additional approximately $22,500,000 over and above 
what we were allowed last year. To that extent we will be able to 
do a better job on the bookkeeping of this operation and know more 
truly what our actual net return is to the Government. We are just 
not in a position to calculate it now. 

Mr. Wicctesworra. Is it conceivable that the receipts from scrap 
and salvage alone would amount to $53,500,000 ? 

Mr. Prxe. Our estimate is that it would not. 
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Mr. Wiccieswortu. What is your estimate? 
Mr. Prxe. At the moment receipts from sale of scrap total about 
$40 million. 

Mr. Wickes. That is a highly volatile figure. At the moment scrap 
prices are high; when serap prices go down the figure goes down. 


COST OF PREPARATION AND SALES 


Mr. WiccLeswortu. What is the basis for the $53,500,000 figure? 
Mr. Prxe. That is the best estimate we have been able to work out 
in conjunction with the military departments. 

Mr. Wice._eswortH. On what basis? 

Mr. Pike. I wonder if I may have my staff director, Mr. Wickes, 
answer that question. 

Mr. Wiceteswortu. I do not want too much detail, but I would 
like to know how you arrived at the figure. Give us some idea. 

= Wickes. Each of the military departments has submitted its 
budget. 

Mr. Wice.eswortn. I assume that. What is it based upon? 

Mr. Wickes. It is based on their costs of demilitarization, sales 
preparation, and sales. 

Mr. WiceLeswortH. What are those costs? 

Mr. Wickes. The costs of demilitarization are so much per ton. 

Mr. Wiceteswortn. How much? 

Mr. Wickes. I can give you the details of it. 

Mr. Wicoieswortu. Just give us two or three figures, and then we 
can all save time. 

Mr. Wickes. Yes. 

I have pulled out of my briefcase now only the Army figures. The 
other services will undoubtedly be comparable. 

For the cost per ton for demilitarization, which is one of the 
major factors of the cost 

Mr. WiccLeswortH. How much is the Army going to spend this 
year for this work? 

Mr. Wickes. They will receive out of this total of $53,500,000 a 
certain percentage which will be granted them by the Comptroller. 

Mr. Wicerteswortu. What I want to know is how much they are 
going to spend. 

Mr. Pixe. $25 million. 

Mr. Wiactreswortu. How much have they spent in the current 
fiscal year ? 

Mr. Pixs. In answer to your first question, sir, the Army is re- 
questing $25 million of this total for their expenses for the fiscal year 
1957. 

Mr. WiccirswortH. How much is the Navy and how much is for 
the Air Force? 

Mr. Pixe. That is $25 million for the Army. The Air Force is esti- 
mated at $12 million and the balance would Ge for the Navy. 

Mr. Wicc.eswortu. That would be about $16.5 million? 

Mr. Pree. Yes, sir. 

Mr. WiacieswortH. How do those figures compare with current 
“ee What are they going to spend in the current fiscal year? 

r. Wickes. This year the Army spent the entire $14 million allot- 
ted to it from the limitation fund on Jemilitarization. 
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Mr. Prixr. The Army has spent $14 million this year, all on de- 
militarization. 

Mr. Wiecteswortnu. The $14 million compares with $25 million? 

Mr. Prixe. The $14 million is only for demilitarization. 

Mr. Wiceirswortu. How about the Navy ? 

Mr. Wickes. For demilitarization alone the Army expended $4.2 
million on Air Force materiel. 

Mr. Wiccteswortu. $4.2 million against $12 million. What is the 
Navy figure? 

Mr. Wickes. That is for Air Force materiel, sir. 

Mr. Wiceteswortu. Yes. What is the Navy figure? 

Mr. Wickes. The Navy I do not have. These are only the Army 
figures. 

Mr. WiceLeswortuH. Have you an overall total of $31 million ? 

Mr. Wickes. $31 million was authorized to be used for disposing of 
scrap and salvage for fiscal year 1956. 

Mr. Wieeiesworts. Then the Navy must be around $12.8 million, is 
that right ? 

Mr. Wickes. No, the entire limitation account was not used for 
demilitarization. 

Mr. Wiceieswortu. I do not yet understand why you need the in- 
crease in the limitation. 

Mr. Pixe. Well, the point is, I think, sir, that the moneys we have 
just outlined here as having been expended by the three military de- 
partments in this last year do not cover the total cost. 

Mr. WieereswortH. How did you make up the balance ? 

Mr. Prxe. It has been covered indirectly by the furnishing of avail- 
able transportation facilities and manpower facilities on the various 
bases with no dollar tag on them. 

Mr. WicGiesworrn. Off the record. 

(Discussion off the record.) 

Mr. Wickes. There is no possibility of getting exact figures, be- 
cause it has been taken from one appropriation and another appro- 
priation. 

Mr. WiceLesworrH. Somehow or other somebody arrived at this 
figure of $53.5 million. 

General Moorr. Mr. Chairman. 

Mr. WiceLreswortn. I just would like to know how this was done. 
To just reach up and say “This is the best estimate we can make” does 
not help this committee in its thinking at all. 

Mr. Suepparp. The Chair recognizes General Moore. 

General Moors. With the permission of the committee I would like 
to insert in the record the best information we can gather in a reason- 
able time in response to Mr. Wigglesworth’s question. 

I realize that with respect to surplus that the expenses of preparing 
surplus for sale have been paid from the regular appropriations and in 
some cases the segregation has not of necessity been made because there 
was not a definite reason for it. That does not prevent us from giving 
the committee a reasonable answer to the gentleman’s question. 

Mr. WiceLeswortn. I would appreciate it if you would give us the 
briefest and best picture you can, as to the cost compensation for doing 
the job in fiscal 1956, as to the cost computation for doing it in fiscal 
1957, and the reason for the difference. 
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General Moore. All _ sir. 


Mr. Prxe. We will be happy to undertake it. 


(The information is as follows :) 


SECTION 612 OF THE DEPARTMENT OF DEFENSE BUDGET FOR FISCAL YEAR 1957 
SUPPLEMENTING STATEMENT 


Three principal questions were raised by the Appropriations Committee of 
the House of Representatives at the hearing on April 13, 1956, with respect to 
section 612 of the Department of Defense budget : 

Question 1. What is the purpose of adding the word “surplus” to “salvage 
and scrap” in this section? 

Question 2. What justification is there for raising this limitation account 
from $31 million in fiscal year 1956 to $53,500,000 in fiscal year 1957? 

Question 3. Does this $22,500,000 increase represent an overall increase in 
Department of Defense disposal program costs for fiseal year 1957? If not, 
explain and justify. 

Answer 1. Under the current language of section 615 of the fiscal year 1956 
Appropriation Act only the proceeds of “salvage and scrap” are included in this 
fund. Proceeds from sale of “surplus” are excluded. The differences in these 
terms are indicated in the following definitions: 

“Salvage.—Personal property which has some value in excess of its basic 
material content but is in such condition that it has no reasonable prospect 
of use as a unit for the purpose for which it was originally intended and its 
repair or rehabilitation for use as a unit is impracticable.” 

“Scrap.—Personal property, other than waste, which appears to have no 
market value except for its basic material content.” 

“Surplus.—Scrap, salvage and usable property which after appropriate screen- 
ing is not required for the needs and the discharge of the responsibilities of the 
Federal agencies and is thereby declared surplus.” 

It is the objective of the proposed section 612 to establish a single, all-inclusive 
fund to finance the Department of Defense disposal program. At the present 
time expenses of the disposal program have been financed from several sources. 
To meet the objective and to realize sufficient proceeds to finance the entire 
operation, it is necessary to include the proceeds realized from the sale of all 
surplus property. Under this objective, the following would be accomplished : 

(a) The financing of the Department of Defense disposal program, at home 
and abroad, would be centrally controlled, and kept within the limitations of 
this fund. This is highly desirable for management purposes. 

(b) This method of financing will not in any way increase or decrease the 
amount of money the Department of Defense could spend on the excess, surplus, 
and foreign excess program. The amount expended would be entirely governed 
by the limitation set by Congress in section 612 of the fiscal year 1957 Department 
of Defense Appropriation Act. 

(c) The temptation to classify or downgrade usable surplus as salvage ma- 
teriel in order to use the proceeds as presently authorized by section 615 of 
the fiscal year 1956 Appropriation Act would be removed (reference, Task 
Force Report on Surplus Property, Commission on Organization of the Executive 
Branch of the Government, p. 125). 

Answer 2. In fiscal year 1956, $31 million was authorized for this program. 
The request to increase this amount for fiscal year 1957 to $53.5 million is 
based on 2 separate factors. 

In fiscal year 1956, the military-disposal programs were financed in part by 
the proceeds realized from sale of salvage and scrap as authorized by section 
615 of fiscal year 1956 Appropriation Act, and in part by other appropriations. 
In fiscal year 1957, it is intended that these programs will be financed from 
the proceeds made available by section 612 of the DOD 1957 budget. No other 
appropriations will be used for this purpose. The second factor relates directly 
to anticipated increases in workload. 

Answer 3. The difference between the fiscal year 1956 fund and fiscal year 
1957 anticipated fund is $22.5 million. However, this amount does not represent 
a net increase in DOD disposal program costs. In fiscal year 1956 the Army 
spent an additional $7,433,000 out of its maintenance and operations fund 
for its disposal program; the Air Force spent an additional $5,800,000 out of 
its maintenance and operations appropriation; and the Navy used $694,000 
out of its BuSandA fund to support the DOD central screening agency. These 
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figures, which total $13,927,000, must be added to the funds authorized by 
Congress under section 615 of fiscal year 1956 act. 

The Navy was allotted $11 million out of the fiscal year 1956 fund. However, 
only $9.5 million was used in fiscal year 1956, thus $1.5 million of the amount 
authorized was not used. In order to arrive at a true DOD disposal cost for 
fiscal year 1956, the additional expenditures of $13,927,000 which came out of 
other appropriations must be added to the $29.5 million limitation fund in 
order to compare the disposal cost for fiscal year 1956 ($43,427,000) with the 
$53.5 million requested for the total DOD disposal program anticipated for 
fiscal year 1957. The additional $10,073,000 which will be needed in fiscal 
year 1957, therefore, represents the estimated increased cost of the fiscal year 
1957 program. 

This $10,073,000 will be required in part to finance additional demilitariza- 
tion projects which are planned for fiscal year 1957. In addition, an appreciable 
portion of this money is required to finance disposal of an additional $800 million 
more in surplus by the Navy alone in fiscal year 1957. The balance is required 
for related disposal functions such as transportation, lotting of materiel, prepa- 
ration of sales catalogs and advertising, printing and reproduction, communi- 
eation, commissions or auctioneers’ fees, and other operating costs. It is 
planned to make a more extensive use of the auction sale in fiscal year 1957 
in an effort to obtain a higher net return to the Government though it is 
recognized that this method of sale may be somewhat more expensive than the 
sealed-bid method. 








ee 


























000 ‘£20 ‘OT 000 ‘00¢ “es | euoN 000 ‘E&z ‘ZF 000 ‘226 ‘ET eee 1830, 
= SS — SS ——— SE _——— OS 
000 ‘00z 000 ‘000 ‘ZI suON ee eet a ae ee eee Te303qng 
“O3BA[BS pus ‘dels | “suoj}jouny 
‘snjdans 000‘000‘00Z$ PeIeUr}}se eUOTIpPpeJO [~~~ Treen euON a. 2: 000 ‘008 ‘¢ 000 ‘000 ‘9 Tesodsjp Ajisedoid 10930 
esods]p 0} posnbei Zo] 4ved [eosy 10) osvos0U] | es $3800 1O[}8Z]4BFI [sue 
100103 ITV 
=== | —— . = -j—— 
3 000 ‘90€ ‘9 000 ‘009 ‘9T suON 000 ‘00S “9T 000 ‘F6T ‘OT 000 ‘F69 asl [e303qQng 
me “OSBATeS pus ‘deios “suoyoUuny 
‘sn {dans 000‘000‘008$ Peremy}se9jeUONyppBjo | 000‘906*F = | ou0oN 000 ‘009‘%T 7777777777777" 000 ‘b69 000 ‘000 “2 Tesodsjp Ajsedoid 12430 
esods}p 03 posnbed 296] 1804 [eosy 10} oSBoiOUT | OOO‘OOR‘T =| euON as fC U euON 000008 ‘2 ==j---""" $3800 oper] zeaITVUIe 
AABN 
‘pozjzeytra §—| o0'L92¢ | 000'000sz$_ | eu0N nme iene S.C CULT ley0xqng 
p oq 0} UOUNUIUIB edA}-JOYsN[O-quoqg |— ——_—___— asthenia 
SU0} [VUOII Pps OOO'ES ‘“eDBA[es puY ‘dBi0s “suoyjounj 
‘sn[d ins 000‘000'SS1$ P2}BUIT}sSe [BUOTTPpe JO ees. Spee ay suON 000 ‘288 ‘8 000 ‘Ee ‘2 000 ‘eer ‘Z$ euoN [esodsjp Ajiedoid 10430 
@SOds]p 07 poijNbe. L961 489A [BOSy 10} OSBeOUT | = euoN 000 ‘E19 ‘91$ | 000‘000 ‘FI$ | 9UON 000 ‘000 ‘FI$ {~~~ ~~S}soo mopez Ie LAIST ~ 
:4U1 
| i pepuny pepuny 
wor eyidoidde pepuny uo} eyidoidde pepun 
2961 [830.1 uoj}e10d0 qyunos08 [8}0], uoyye10d0 qunos08 
sqIVMEY yeok Peay pus souvue} | U0T}eI;MyT pus souvue} | UW0;}8}{ UIT] sjuoujiedep Arezy[yur Aq 
esBaldU] -OUUTB -OUUT By s}s00 weiz0id [esodsIp COC 
9961 IB9A [OST T 


| LS6I A804 [BOS] T 





asa 62.83 2 mm fs ot fe +e wt wm tt tl pte BSB @ 


(9961 24dY) L96I 4vah oosyf snsiaa gog] veh poosy ‘burpunf wosboud posodsip ssuafeg fo yuawjzsvdeq 







































Mr. Suepparb. Mr. Riley? 


ANTICIPATED GROSS INCOME 


Mr. Ritey. Do you anticipate, Mr. Secretary, a higher gross income 
from scrap, salvage, and surplus in the coming year, higher than you 
had this past year ? 

Mr. Pike. A higher gross income from scrap and salvage? 

Mr. Rizey. All three—scrap, salvage, and surplus. 

Mr. Prxe. I wonder if I could refer that question to Mr. Wickes. 

Mr. Ritey. I asked, Mr. Wickes: Do you anticipate a higher gross 
income on those three items? 

Mr. Wickes. We hope that we will have it, sir. On the scrap, we 
get market price. There is very little variation in that from the 
exact market value of scrap. 

The salvage is something that is a little bit better than scrap, and 
it does vary. 

The surplus is often commercially usable material. That is the one 
chance where, by better merchandising procedures, we expect to get 
a better return to the Government. 

Mr. Ritey. Could you give us an estimate as to what increase you 
might anticipate ? 

Mr. Wickes. On the basis of our first half of this fiscal year only, 
sir—since we have a report on that—it is running 7.3 percent of acqui- 
sition cost, 

Mr. Riey. 7.3 percent above the $170 million ? 

Mr. Pike. No; weare realizing a 7.3-percent rate of return. 

Mr. Wickes. A rate of gross return. 

Mr. Ritey. A rate of gross return ? 

Mr. Pixs. That is right, sir. 

Mr. Wickes. On acquisition cost. 

Mr. Rirey. Do you think your gross income will be greater than 
the $170 million for the year? 

Mr. Pie. I think that is a very difficult question to answer. 

Mr. Wickes. We can give it for the first half year. 

Mr. Ritey. If you have it for 6 months you should be able to give 
good estimate. 

Mr. Wickes. We can interpolate it. 

On the proceeds from sale, excluding scrap, because we cannot de- 
termine the acquisition cost of the scrap, for the first half of the fiscal 
year it was $48.4 million. For the full year last year, excluding scrap, 
it was $103 million. We are running very close on the half year to 
the same amount. 

Mr. Ritey. It is running a close parallel, but your net income looks 
like it might be better ? 

Mr. Wickes. The net income or the percentage of income may be 
better. 

Mr. Sueprarp. Mr. Scrivner? 
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REASON FOR ADDITION OF WORDS “OR SURPLUS” 


Mr. Scrivner. My first question is: Why is the amendment requested 
of adding the two words “or surplus”? Why is that necessary ? 

Mr. Wickes. At the moment the limitation is based entirely on scrap 
and salvage. 
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Mr. Scrivner. You have been disposing of surplus without this 
language, have you not? 

Mr. Wickes. Yes, sir; but we cannot use the money. 

Mr. Scrivner. Where have you been getting the money? 

Mr. Wickes. From the limitation account that the Congress has 
given us on the sale of scrap and salvage only. 

Mr. Scrivner. Where have you been getting the money to finance 
the disposal of the surplus? 

Mr. Wickes. Partially from this limitation account. 

Mr. Scrivner. If you do not have authority, why were you spend- 
ing it for that? 

Mr. Prxe. We had authority to spend up to $31 million. 

Mr. Scrrvner. You had that for the scrap or salvage. 

Mr. Prxe. Only from scrap or salvage, yes. 

General Moorn. The answer is, sir, that the disposal of surplus has 
been financed from the regular appropriations. 

Mr. Scrivner. How much of this additional amount from the $31 
million of this year up to the $53.5 million now requested will be used 
for the disposition of surplus ¢ 

Mr. Wickes. We are trying, sir, to bring all of the elements to- 
gether. 

Mr. Scrivner. That is not what I asked. 

Mr. Prxe. I would say if our experience ran the same practically 
all would be used on surplus sales and merchandising. 


REDUCTION IN OTHER APPROPRIATIONS DUE TO PROPOSED CHANGE 


Mr. Scrivner. About $20 million would be applied to surplus sales ? 

Mr. Prxe. That is correct. 

Mr. Scrivner. Where have you been getting it this year? 

Mr. Prxe. It has been coming from regular appropriations. 

Mr. Scrivner. Where can you show us in the regular appropria- 
tions that there will be a corresponding reduction of $20 million? 

Mr. Prxe. [ am not in a position to do that. 

Mr. Wickes. I think the Navy can in one of the major elements, 
the redistribution and screening procedure. That has been coming 
out of the Bureau of Supplies and Accounts budget. 

Mr. Scrivner. If you cannot show us where we will save $20 
million in other appropriations all you are asking us to do is to in- 
crease the other appropriations $20 million by giving you this $20 
million. 

Mr. Pike. We are not really asking that. 

Mr. Scrivner. It is an indirect increase in appropriations to other 
items of the bill. That is all it amounts to. 

Mr. Prke. We are not really asking for an additional appropriation. 

Mr. Scrivner. That is what it amounts to. 

Mr. Pike. We are asking to use an additional amount of money. 

Mr. Scrivner. That is what it amounts to. 

Mr. Prxe. Well; yes, sir. 

Mr. Scrivner. You have been disposing of it, and the cost of dis- 
posal and handling had to come from some place. 

Mr. Pike. That is correct. 

Mr. Scrivner. It had to come from other appropriations. 

Mr. Prxr. That is right. 
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Mr. Scrivner. If you are not going to require those funds from 
other appropriations if this $53.5 million is granted there should be 
a corresponding reduction of $20 million in the other appropriations, 
or indirectly we are giving an additional $20 million in appropria- 
tions. That is just all there is to it. 

Mr. Prxe. That gets to the heart of the problem. We do not know 
what the cost of this program is. We are anxious to keep a good 
book, so that we can get some kind of a gage on the cost and the 
proceeds in selling that material. 

Mr. Scrivnrr. You must have some idea, or you would not be able 
to come up with this figure of $53.5 million. 

‘Mr. Wickes. This is our best estimate, sir. 

Mr. Scrivner. How much did it cost last year, not considering just 
the $31 million but also what came from some other appropriations? 
How much did it cost to operate this program last year? 

Mr. Pike. That is a question we will undertake to answer. 

Mr. Scrivner. You should have that information with you, if you 
are going to justify the $53.5 million now. You may have a perfectly 
good story, but it is not getting across. 

Mr. Pixe. I am sorry we do not have it, sir. We will undertake 
to get it. It isa very legitimate question. 


COST OF PREPARATION 


Mr. Scrivner. So far as cost is concerned, in the preparation of the 
scrap it is not going to cost you any more to prepare the scrap for 
disposal whether the price you get is $20 a ton or $50 a ton. It may 
make a difference in the gross or the net, but it does not make any 
difference in your cost of preparing it. 

Mr. Wickes. Sir, the major cost is not the preparation of the 
scrap. It is for the demilitarization program. 

Mr. Scrivner. It does not cost any more to demilitarize the scrap 
if it brings you $20 a ton or $50 a ton. The cost is just the same, is it 
not ? 

Mr. Pree. That is correct, yes. 

Mr. Scrivner. In other words, the price does not have anything to 
do with the cost of preparation. 

Mr. Pixe. That is correct. 

Mr. Scrivner. So whether the price of scrap is up or down it does 
not make any difference so far as the cost of preparation is concerned. 

Mr. Wickes. Yes, a certain tonnage of scrap is generated each 
year. Ifthat scrap brings us a one-fourth greater return one year, and 
you have a limitation on the scrap, then we are getting one-fourth 
more return to operate on. 

Mr. Scrivner. But your cost has not increased ? 

Mr. Wicxes. The cost has not increased. 
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Mr. Scrivner. No. 

Mr. Prxe. The cost would only increase to the extent that we might 
have a larger generation of scrap material. 

Mr. Scrivner. The cost per ton would not increase. You would 
just put more men on the job. 

Mr. Prxe. That is right; yes, sir. 

Mr. Scrivner. I have been trying to figure this out some way. I 
just cannot. 

Mr. Pixe. I think the committee certainly needs the figures that 
Mr. Wigglesworth asked for, and I apologize for not having them 
here. 

Mr. Scrivner. Mr. Chairman, let me finish with one more question. 

Mr. Suerrarp. Surely. 


APPROPRIATION ITEMS INCLUDING COSTS OF DISPOSAL PROGRAM 


Mr. ScrivNer. When you prepare those figures I would like to 
know from what appropriation items or projects the $20 million you 
have estimated as a cost came, and when the presentation is made 
please show us exactly where we can make a corresponding reduction 
of $20 million in those other appropriation project items. 

Mr. Pixs. Yes, sir. We will attempt to undertake to get that for 
you. 


GENERAL SERVICES ADMINISTRATION SURPLUS PROGRAM 


Mr. Suepparp. Let me ask you this question, Mr. Secretary, with 
reference to the $170 million you referred to as income, does that 
include any returns that emanate from surplus declared and sold by 
General Services Administration ? 

Mr. Pixe. No, sir; that is the Department of Defense generated 
and sold scrap and surplus. 

Mr. Suepparp. In other words, whatever goes into the Federal 
Treasury is not any part of the $170 million, but would be on top of 
the $170 million ? 

Mr. Pixe. What goes into the Treasury would be the $170 million 
less the costs. 

Mr. Suerparp. I am talking about the General Services Administra- 
tion operation. 

Mr. Pixe. Oh, yes. The General Services Administration would be 
all in addition to this. 

Mr. Snerrarp. All in addition? 

Mr. Pixe. Yes, sir. 

Mr. Suerparp. And you have no figure on that at all? 

Mr. Pixs. No, sir; we do not. 

Mr. Suerparp. Do you not think it would be advisable, if we 
could have that figure from General Services Administration ? 

Mr. Pixs. We would be happy to. 
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Mr. Suerparp. In the first place, you have to have material declared 
surplus. 

Mr. Prxe. That is correct. 

Mr. Suepparp. And there is a certain handling and shipping charge 
to vet it in their custody, is that not correct ? 

Mr. Pixe. That is correct. Although we attempt in so far as pos- 
sible to sell it where is. When you get into some of these materials 
they are difficult. It has to be moved on the base and sorted and 
presented in the most attractive form. 

Mr. Suepparp. If you could get that information it might be help- 
ful in our consideration. 

(The information is as follows :) 

The Persondl Property Utilization Division of General Services Administration 
has supplied the following information. Data submitted by 44 civilian agencies 
to the General Services Administration indicate that their total proceeds of sales 
of property located in the United States, its Territories and possessions, during 
fiscal year 1955 amounted to $19,385,857. 

Mr. Suepparp. Are there any other questions, gentlemen? You 
have another section to present, do you not ? 

Mr. Pixe. Yes, sir. 

Mr. Suepparp. This is on page 289, gentlemen. 


Srecrion 638—REsTRICTION ON DISCONTINUANCE OF COMMERCIAL AND 
InpustriAL Typr Faciuiries 


Will you please make your presentation justifying the suggested 
change in this section, Mr. Pike ? 
Mr. Pike. Yes, sir. 
GENERAL STATEMENT 


I am appearing before you today to give the reasons why the De- 
partment of Defense is opposed to including in the Department of 
Defense appropriations bill for 1957 a provision similar to section 
638 of the Department of Defense Appropriations Act for 1956. 

Section 638 of the Department of Defense Appropriations Act for 
1956 provides as follows: 

No part of the funds appropriated in this Act may be used for the disposal or 
transfer by contract or otherwise of work that has been for a period of three 
years or more performed by civilian personnel of the Department of Defense 
unless justified to the Appropriations Committees of the Senate and House of 
Representatives, at least ninety days in advance of such disposal or transfer, 
that its discontinuance is economically sound and the work is capable of per- 
formance by a contractor without danger to the national security: Provided, 
That no such disposal or transfer shall be made if disapproved by either com- 
mittee within the ninety-day period by written notice to the Secretary of De- 
fense. 

Mr. Sueprarp. We know what the law is at the present time. Give 
us the reason why you do not want it. 

Mr. Pixe. All right, sir. 

I do not think it is necessary to restate at this time the detailed posi- 
tion of the President as set forth in his message, which I am sure is 
well known to the committee. Rather, I would like to present for the 
benefit of the committee what we consider additional reasons why a 
provision similar to section 638 should not be included in the fiscal year 
1957 legislation. 
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As previously outlined to this committee several weeks ago, the De- 
partment of Defense has had for some time a program to discontinue 
those commercial and industrial type facilities which have been de- 
termined unnecessary for the accomplishment of the military mission 
and which are in competition with private enterprise. Our program 
for the most part involves activities of a small-business nature which 
started due to circumstances of war or emergency situations over the 
years. These commercial and industrial type operations tend to per- 
petuate themselves long after the war or emergency is over. 

It is recognized that ‘the C ongress has an interest in this area. The 
Department of Defense has in the past, and will in the future, stand 
ready to supply full information with regard to the proposed discon- 
tinuance of any such operations. However, the inclusion in our ap- 
propriation act of a provision requiring the submission of all proposed 
liscontinuances to the Appropriations Committees, including such 
relatively minor operations as cobbler shops, bakeries, office equipment 
and automotive repair shops, tree and garden nurseries, and the like 
has resulted in placing a considerable administrative burden both on 
the Department of Defense and the committees. 

Because of section 638, our present program to eliminate unneces- 
sary commercial and industrial activities has been impeded and de- 
layed. The delays are caused by the necessity of evaluating proposed 
actions to determine the applicability of the provision, preparing 
reports, making submissions to the committees and awaiting the 
elapse of the time period required for review by the committees. It is 
necessary to run the whole gamut of referral from the field through 

various echelons to the Appropriations Committees and back before 
any type facility or operation having section 638 implication can_be 
discontinued. Any savings or other benefits which result from dis- 
continuing unnecessary activities are postponed awaiting the com- 
pletion of this process. 

Existence of such a provision precludes the military departments, 
and commanders in the field where authorized by the military Depart- 
ments, from making final decisions to discontinue or curtail unwar- 
ranted commercial and industrial type activities and contracting with 
commercial outlets in accordance with our policy. Without this pro- 
vision, the military departments, and in some cases the field com- 
manders, could take direct and positive action to discontinue or curtail 
unnecessary commercial and industrial type operations and make 
necessary contractual arrangements without prolonged delays and the 
uncertainty which seriously affect the morale of employ ees and make 
the planning for private commercial support more difficult. Further- 
more, when it is made difficult to eliminate unnecessary functions, we 
feel there is a lessening incentive to develop savings which otherwise 
could be applied to gr eater combat c: ipability. 

Under our present policy and the criteria set forth therein, the fac- 
tors of national security and economy are fully considered. No com- 
mercial and industrial type facility of the Department of Defense 
is terminated where— 

1. The military demand for the product or service cannot be met 
by private industry at all times, including a period of mobiliza- 
tion, without delay; or 
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2. The facility is required for the training of personnel for 
operation in a zone of action or advance base or overseas opera- 
tions where commercial facilities will not be available; or 

3. There would be a danger of compromising security informa- 
tion which would be prejudicial to the interests of the United 
States; or 

4. It is ascertained that the product or service cannot be ob- 
tained from private sources at a reasonable price, whether by 
reason of lack of competition or for any other reason. 

In summation, we believe our program fully takes into consideration 
the necessary safeguards to our national security and economy and 
it is our strong recommendation that a provision similar to section 638 
not be included in the fiscal year 1957 appropriations bill. 


ATTITUDE OF DEPARTMENT TOWARD CONGRESSIONAL REVIEW 


Mr. Suerrarp. Just what is your objection to the Congress keeping 
up with what you get in your appropriations? In other words, just 
why do you take the position that you want to second-guess the Con- 
gress, when you come up and justify expenditures for certain opera- 
tions and then change your mind and come back the next year and 
tell us your first budget was not any good and you changed your 
mind ¢ 

Now you tell us you do not want this because it is inconvenient. 
In the first place, if you do not mind my saying so, I think you have 
prostituted the law. I do not know whether you did it for the pur- 
pose of embarrassing Congress or not. You have come up with a lot 
of shoeshine stands or cobbler shops and items like that, when it would 
have been much better to adapt yourself to the compatible element 
involved. 

Mr. Pree. Well, sir, all I can say is that we have had a problem 
ever since I have been down here on a whole lot of activities in the 
Office of the Secretary of Defense. We have been reviewing them. 
We have been reviewing the commercial as well as the industrial 
activities. 

There was a directive in effect when I came into the Department of 
Defense, and there was a background, as I understand it, indicating 
keen congressional interest in getting the Department out of competi- 
tion with private industry where it could safely do so. 

These criteria I have read. 

Mr. SneprarD. I think that is true. I have no argument about that 
statement. ‘The Congress has been interested, in conjunction with the 
administration, in getting the Government out of the private business- 
type operations, but that does not preclude the Congress having an 
opportunity to take a look to see exactly what you people are doing. 
I do not believe there should be so much resentment about it. 

Mr. Pre. There is no resentment about it, and there is no reason 
for the Congress not to have a look at everything we are doing. 

I speak before the committee primarily as one who is charged with 
the responsibility of carrying this program forward. From what 
1 have stated in my testimony I have very purposely held myself to 
those matters which have impeded me in getting along with the job 
I have to do, sir. ; 
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But in nothing I have said do I mean to imply that I question the 
authority of Congress. 

Mr. Sueprarp. I understand. You are here to do a job with certain 
responsibilities and you are offering your feelings. 

Mr. Pike. That is correct. 

Mr. Suerrarp. The policy has been laid down by others, and you 
are adhering to it to the best of your ability; is that true? 

Mr. Pike. That is correct, sir. 

Mr. Suepparp. Are there any further questions, gentlemen? 


MODIFICATION OF LANGUAGE OF SECTION 638 


Mr. Scrivner. Mr. Chairman, when we had to sit and listen to some 
of the proposals which were made, it did seem to me that it was taking 
a lot of the time of the committees of Congress to determine what 
seemed to be some very picayunish matters, details that were so minor 
that they did not merit the attention of this committee at all, and the 
time it took to consider them. 

So far as I am concerned, this committee and the Congress if they 
can give can take away. Once they have given something they can 
also, and properly should, see and oversee what disposition is made 
thereof. 

So far as the power of this committee and the Congress is con- 
cerned, so far as I am concerned there is not any argument at all, 
That is our job. 

As Mr. Sheppard pointed out, the matter of a cobbler shop on 
some base is altogether too minor to take up the time of the Penta- 
gon and this committee and the corresponding committee of the 
Senate. Perhaps there should be some improvement in the language 
of this act, to make it unnecessary for us to review such minor mat- 
ters, rather than just to wipe it out with one fell swoop. I do not 
believe we should. The Department may be able to come up with 
some suggested language, perhaps covering an enterprise or what- 
ever it may be, to place a minimum or a maximum on it. In other 
words, if it does not involve over $10,000 it is almost too minor to 
take our time. However, some of them are not $10,000 projects. 
Some of them are not cobbler shops. Some of them involve proper- 
ties of quite considerable magnitude. 

Some of the proposed disposals that have been discussed, and 
with regard to which there has been some publicity, undoubtedly 
gave rise to this language, in order that Congress should exercise its 
proper power of seeing that those disposals were not made, even 
though we have said time and time again that we want to see Uncle 
Sam get out of business in competition with private enterprise. All 
of us have said that, but there are a few things we have to keep 
in our own hands, even though they may be in slight competition 
with private enterprise. 

I do not know whether the Department or you or your legal staff 
could perhaps make some suggestion as to a modification. As one 
member of the committee I would certainly study it very carefully. 
Perhaps I would agree to it. ; 
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INCONVENIENCE TO DEPARTMENT 


When you come in and just ask us to wipe this out, just because 
there has been some inconvenience, that really does not justify the 
action you have requested, even though we may be in sympathy. 
Perhaps if you would give us some specific examples of some of the 
things you have run into it would help. You give the conclusion 
that it has been very inconvenient and time consuming. What you 
should do is give us some examples, so that we sitting on this side of 
the table can draw our conclusion as to whether it was so inconven- 
ient as to call for some remedial action and some clarification or 
modification of this language. 

If you have come specific examples perhaps we could judge 
whether it is so inconvenient as to require a change in the language 
or not. 

Mr. Pixer. I wonder if I might be responsive to your request for 
some specific examples. 

Mr. Scrivner. That is what I was asking for. 

Mr. Pixe. I have 2 or 3 here. 

We have a warehouse case, where a military department has a ware- 
house operated with Defense civilian personnel. As a result of the 
Department’s study it was found that if the warehouse were operated 
under contract the Government would save money. This case was re- 
ferred to my office only because the Appropriations Committee had 
to be informed of the intention to transfer by contract the work done 
by Defense civilians. In order to be completely cognizant of all the 
pertinent facts it was necessary for my office to request the respective 
military department to furnish additional information before the 
case could be presented to the Appropriations Committee under sec- 
tion 638. 

The additional information has not yet been received, and normally 
such a case would not be referred to my office. Because of this section, 
however, not only must the case be referred to my office, but also to 
the Appropriations Committee. This is an example of delaying the 
military departments from effecting good management. 

Mr. Scrivner. Give us a little more information on that. This was 
a warehouse being operated by the Department of Defense civilian 
employees ¢ 

Mr. Prke. That is correct, yes. 

Mr. Scrivner. And the Department of Defense thought what ? 

Mr. Pixe. The military department concluded after a study that it 
could be done more economically under private contract. Instead of 
being able to go ahead and take that stucniataiiun action, because 
the military departments naturally are bound by and have cognizance 
of this rider to the Appropriations Act, they have had to ask us if 
this is all right and we have had to get back and ask them a lot of ques- 
tions to be certain we are complying with the act. 

Mr. Scrivner. In other words, they came under the language of sec- 
tion 638, which says: 

* * * transfer by contract or otherwise of work that has been for a period of 


three years or more performed by civilian personnel of the Department of 
Defense * * *, 


Mr. Prke. Precisely. 
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Mr. Scrivner. Perhaps the language may be a little too broad. 
Perhaps it could be modified some. 

Mr. Prxe. The language is quite broad. 

Mr. Riugy. Will the gentleman yield? 

Mr. Scrivner. All right. 


MANAGEMENT INFORMATION GAINED THROUGH OPERATION OF SECTION 638 


Mr. Rixey. It occurs to me that if the Secretary has to atl for addi- 
tional information that he did not have sufficient information to start 
with. 

Mr. Pike. Well, the point there is—— 

Mr. Manon. There is another point here, I think, if I may interrupt. 

There is no doubt merit in what you say, but if it had not been for 
section 638 you would not have known nearly as much, perhaps, as 
you do about this warehouse and about this problem. You may be 
getting management information that is necessary to you. 

What is your response to that ? 

Mr. Prxr. I would say, Mr. Chairman, in this particular case there 
may well be merit in what you say. On the other hand, this business 
of attempting to manage the supply and logistics of such a huge or- 
ganization as we have in the Department of Defense depends ulti- 
mately in my opinion upon people at my level establishing broad 
policies and having the operations decentralized so that as many 
of these management decisions, hopefully, can be made by increas- 
ingly better trained personnel in the military departments down 
at the local level, rather than havi ing to come all the way to the top. 

Mr. Manon. I agree that there is some merit in what you say, but 
on the other hand there is no harm done in having a little information 
permeating upward from the field to the top management for con- 
sideration. 

Mr. Pixr. There is no argument about that, Mr. Chairman. 


CONTRACTS FOR MOTOR VEHICLES 


Mr. Scrivner. What is another example / 

Mr. Pike. We have another situation here in respect to motor 
pools. 

In order to improve the management of motor vehicles, my office 
has announced that the military ownership of motor vehicles used for 
transportation service that could adequately and economically be 
served by commercial means is not justifiable and must be discon- 
tinued. Now, reductions in the number of motor vehicles used for 
administrative transportation have been realized with resulting sav- 
ings to the Government. 

However, as a result of section 638, in those instances where the 
military transportation has been furnished by civilian-driven military- 
owned motor vehicles for a period of 3 years or more and the substitu- 
tion of commercial service would result in the release of such civilian 
personnel this matter again must be referred to my office and in turn 
to your committee before taking steps to effect Government savings. 

I have another example here, sir. 
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REPAIR OF MOTOR VEHICLES 


Mr. Ruey. Mr. Chairman, may I ask a question with respect to 
that ? 

Mr. Manon. Mr. Riley. 

Mr. Rmry. I do not think this committee objected to any of the 
cases which were submitted as to making contracts to maintain the 
commercial vehicles which are used by the Government. However, 
recently I have been advised that some of the private individuals on 
some of these bases contemplate using these civilian maintenance con- 
tract shops for their cars, and pay the expenses themselves. Do you 
propose to let the individuals, the personnel on the base, avail them- 
selves of the contracts you have with these maintenance shops, or is 
that to be restricted to the Government-owned vehicles entirely ? 

Mr. Pre. I think the question is on a little bit different point from 
what I was just addressing myself to here. This has to do with trans- 
02-ye per se, as opposed to repairs and maintenance and over- 

aul of vehicles, which I believe is the point you are addressing your- 
self to. 

Mr. Rizey. But you are setting up the repair and maintenance shop 
under civilian contracts, are you not? 

Mr. Pree. Yes, indeed. 

Mr. Ritey. On these bases ? 

Mr. Prxe. Yes. 

Mr. Ritey. And we did not object to that. 

Mr. Prxe. That is correct; yes. 

Mr. Ritry. I have a question, since it has been called to my atten- 
tion, as to whether or not you are going to let the personnel on the 
base avail themselves of the contract you have with these people, for 
their own personal cars? 

Mr. Prxe. I do not think so, sir. After all, an individual in the 
military service, having his own automobile, I think would have to 
look after his own automobile, as to its maintenance. These con- 
tracts that the commander of the base would enter into for strictly 
military vehicles I do not think are such that individual personnel 
could use them. 

Mr. Rirry. I do not think there is any cbjection to that, but there 
is certainly something in the air with respect to maintenance of pri- 
vately owned cars or it never would have been called to my attention. 
That is one thing we feel we should have close supervision. There 
should be an overall policy. 

I do not think that the individual on the base ought to have the 
advantage of the Government contract for the maintenance shop. I 
think he ought to go outside to get his personal work done. 

Mr. Pree. I would agree with you. I do not think there is any 
question about that. 

I also do not think there is any situation that has ever come to my 
attention where a contract has been made with a commercial concern 
to do overhaul work for Government-owned military vehicles where 
individuals have been able to get work done on their own cars under 
that contract. 

Mr. Rimry. What is the policy of the Department with respect to 
maintenance shops operated under a PX for the:benefit of the per- 
sonnel on the base? 





Ree hs 
Re ies 


117 


Mr. Prxe. I do not believe I understand your question precisely, 
sir. What is the policy with respect to what? 

Mr. Ritey. PX’s having contract maintenance shops on the base for 
the pergonpe’ Is there such a thing as that in existence? 

r. Pixe. Not to my direct knowledge. This is not to say that 
there may not be. 

Mr. Ritey. I think that ought to be cleared up, because it is not 
conductive to good relationships between the community and the base. 

Mr. Pixe. That is right. 

Mr. Ritey. That is something I am tremendously interested in. 
This sword cuts two ways. 

This committee has always been in favor of transferring to the 
civilian economy those things which can be performed by the civilian 
economy, just as you are, but we do not want the folks on the base to 
discriminate against the civilian economy by having certain advan- 
tages themselves. 

Mr. Prxe. Yes, sir. 

Mr. Ritey. That is the thing I am interested in. 

Mr. Prxe. I would agree with you 100 percent there, sir. 

Mr. Scrivner. May I make one other observation, Mr. Chairman? 

Mr. Norretu. May I ask a question, Mr. Chairman? 

Mr. Manon, Mr. Morrell. 


AREAS OF CONGRESSIONAL CONTROL 


Mr. Norretu. I notice in the last paragraph on page 1 this state- 
ment: 


It is recognized that the Congress has an interest in this area. 


Now, if this language is deleted, which you have requested, would 
you give me an example of what area would come under an act of 
Congress and what would be considered to be the Department of De- 
fense authority ? 

Mr. Prxe. I am sorry, sir. I am afraid I do not understand your 
question. Could I give you an example of what? 

Mr. Norret. I will restate it. You say here in the last paragraph 
of page 1, and I quote: 

It is recognized that the Congress has an interest in this area. 


Mr. Prxe. Yes, sir. 

Mr. Norrevu. If this paragraph is deleted from section 638 of the 
Department of Defense bill, give me some example or illustration of 
what you would consider that Congress would be entitled to be con- 
sulted on, and what would be considered to be the Department of De- 
fense area. In other words, I am trying to make a distinction here 
between something that Congress definitely would have to be con- 
sulted on before action could be taken by the Department of Defense 
and what would be considered a matter for the Department of De- 
fense to do itself, notwithstanding what Congress might desire at 
the time. 

Mr. Prxe. I think perhaps the best answer I can give to that ques- 
tion would be this: That if in our review of the military departments’ 
commercial and industrial —— we should come upon very sub- 
stantial programs where a substantial volume of dollars were in- 
volved in the output or production, and where a substantial number 
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of people were involved, that we would certainly, at your request, 
expect to furnish you with full details, at your request, on such a 
decision or such a matter. 

I think one of the chief irritants here— and again I emphasize I 
speak only and primarily from the standpoint of one who has been 
given the responsibility for carrying out this program—is the mul- 
titudinous small activities that are troublesome to us, No. 1, to be 
certain they are covered by the wording of the act, and, No. 2, to 
present our justification to this committee. It has already been in- 
dicated by members of the committee here that these types of things 
have taken up time of a very busy group of men. 

Mr. Norrety. At least you would consider that any action of Con- 
gress would have to be the repeal of that section of the act of Con- 
gress before the Department of Defense could do anything about it! 

Mr. Pix. Not necessarily; I do not think. 

Mr. Norre.y. I am trying to find out what you would consider a 
matter for Congress to determine and what you would consider to 
be a matter for the Department of Defense to decide. 

Mr. Pixe. Well, I think you are going to a part of the matter here 
that I do not feel is in my jurisdiction of competence to discuss. 

Mr. Scrivner. What you mean,-Mr. Norrell, is: Where do you 
draw the line of demarcation between what you do yourselves and 
what you refer to the Congress ¢ 

Mr. Norrevt. Where is the line of demarcation ? 

Mr. Pix. May I answer that question in this way: I believe your 
question goes right to the heart of the duties of the executive and 
the legislative, and I do not think I am a competent or proper person 
to attempt to discuss that point before this committee. I had no 
idea in mind in appearing before the committee today of raising any 
point or issue on that score. 

Mr. Norrevi. In other words, if this language is deleted and the 
other language is deleted—that you might also be interested in having 
deleted—would it not be true that notwithstanding the fact that the 
military might be desirous of coninuing it you would not have to, 
even if Congress wanted you to do so, if the Department of Defense 
said that it had to be done? In other words, to make a long story 
short, is it not true that the officials who are in charge of the Depart- 
ment of Defense would be the ones to determine what should be done, 
and not the Congress? Is that not correct ¢ 

Mr. Pre. As a personal opinion; yes, I would agree with you. 

Mr. Norrew. I think that is right. Do you agree that that should 
be correct ? 

Mr. Pre. Yes, sir; I do. 

Mr. Norrewu. In every instance? 

Mr. Pre. Well, I would not 

Mr. Norreti. Let me make this point and then I will be through, 
Mr. Chairman: If Congress writes in a bill today a provision which 
says that the Department of Defense shall do so-and-so and it is 
signed by the President, and a year from now the Defense Depart- 
ment decides they want to stop it, you say that the Defense Depart- 
ment ought to have the authority to do it notwithstanding the act of 
Congress ? 

Mr. Pixe. I am not saying that, sir. 

Mr. Norreti. All right. That is all, Mr. Chairman. 
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Mr. Pike. If there is an act of Congress—and Congress passes the 
laws—the Department of Defense has to operate under it, sir. 

Mr. Norrett. You would recognize the congressional enactment ? 

Mr. Pike. Yes, sir. 

Mr. Norrewi. All right. 

Mr. Manton. Mr. Scrivner ¢ 


BXAMPLES OF DELAY CAUSED BY SECTION 638 


Mr. Scrivner. Continuing the questions I was asking: You said 
vou had multitudinous examples of these things , 

Mr. Prxe. No, sir. I beg your pardon, sir. 

Mr. Scrivner. You only cited two. How many do you have? 

Mr. Prxe. I have a couple of other examples with me here, sir. 

Mr. Scrivner. Well, four is not multitudinous. 

Mr. Prxe. I do not think I said “multitudinous.” If I did I was 
in error, sir. 

Mr. Scrivner. I listened very carefully. 

Mr. Pixe. I beg your pardon. I have two others here. 

Mr. Scrivner. What are those two? 

Mr. Pike. One more is one involving the Massachusetts Institute 
of ‘Technology contract. Shortly before the enactment of section 638 
the Department of Defense proposed to enter into a contract with 
MIT to furnish special services to complement the work being con- 
ducted by the Weapons System Evaluation Group, which advises the 
Joint Chiefs of Staff in analyzing weapons systems in their relation- 
ship to the Joint Chiefs of Staff plans. After enactment of this sec- 
tion the question was raised as to the application of section 638 to 
the proposed contract, and an opinion was rendered by the General 
Counsel of the Department of Defense that such a proposed contract 
was not within the contemplation of the provisions of section 638. 
However, MIT refused to execute the contract until assurance was 
received from the Comptroller General that he concurred in such an 
interpretation. It was not until the middle part of September that 
an opinion to this effect was received from the Comptroller General, 
and the contract was executed a short time later. As a result, several 
months of delay were incurred in signing this important contract on 
account of this provision. 

Then the final example I have here is on the review of the coffee- 
roasting plans. It has been decided to phase out the operation of 
these activities, and buy roasted coffee from private enterprise. 

The phase-out period started before section 638 was enacted, and 
was to be completed by the end of August, 1955. During that period 
it was necessary to initiate contracts with commercial sources and at 
the same time reduce the inventory of green beans on hand. When 
section 638 came into being, it was necessary to order additional green 
beans to keep the Government-owned plants in operation and to hold 
up the contracts with commercial sources, which in many cases had 
readied themselves for the delivery of roasting coffee to the military 
sources. Due to section 638 the completion of the phase-out opera- 
tion was delayed almost a year. 

Mr. Scrivner. Well, there are four instances which still do not 
measure up to multitudinous, if that is all you have. 
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Mr. Prxe. I have two more at hand here, sir, and we have others 
that we could file for you. 

Mr. Scrivner. Perhaps for the record you should insert them. 

(The matters referred to follow :) 


AUTOMOTIVE REPAIR SHOP CASE 


My office has been informally advised that one of the military departments has 
an automotive repair shop which it may desire to discontinue by June 30, 1956. 
This case has not been referred to my office formally. However, if it is, it is very 
unlikely, due to section 688 and the 90-day waiting period involved, that the 
military department would be able to discontinue this automotive repair shop by 
June 30, 1956, if such is still desired. 


PRINTING PLANTS 


As a result of the review of publicity printing plants operated by the Depart- 
ment of Defense in New York and Philadelphia, the phasing-out operations had to 
be held in abeyance because of section 638. In view of the uncertainty of the 
outcome of the review by the committees, you can see that a question would exist 
as to how the budget should be prepared. In other words, we were not sure as to 
whether moneys should be requested for Government operation of either or both 
of the printing plants or for the procurement of publicity printing through the 
Government Printing Office or commercial sources. 
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MODIFICATION OF LANGUAGE OF SECTION 6388 


Ma. Scrmner. At the same time the Departinent of Defense has a 
rather large staff—sometimes we think too large a staff—of attorneys. 
Some of them are rated as being pretty highpowered, and are receiving 
some pretty good salaries. Certainly with all that legal talent some 
place somewhere in the Department of Defense, if you are not satisfied 
with section 638 as it operates now, there should be someone down 
there who would come up with a modified version which would meet 
our ends in riding herd over some of these activities and at the same 
time making it possible for the Department of Defense to do some of 
these minor changes without all this delay as a result of the redtape 
that is necessary. Some place down there you surely must have some- 
body who could come up with some suggestions as a result of the 
discussion which we have had here today. 

Mr. Prxe. I would say that that would be a possibility, sir. . 

Mr. Scrivner. I am only one member of the committee, but my guess 
is that any request to completely delete this is doomed to failure and 
there is not any disposition on the part of the committee not to cooper- 
ate in making these things work a little more satisfactorily, although 
I cannot escape the conclusion that in some instances there has been 
considerable straining at a gnat, and perhaps, maybe to make this look 
like it was more difficult in operation than it is. 

Mr. Prxn. No, sir; on that point I assure you that we have not done 
anything to make it look more difficult. We have pretty binding, 
all-inclusive language, I think, in that section. 

Mr. Scrivner. Well, surely some of your legal talent down there 
ought to be able to suggest some modification. 

{r. Scrivner. That is all, Mr. Chairman. 
Mr. Manon. If there is nothing further, thank you very much, gen- 
tlemen. 

Mr. Prxr. Thank you, Mr. Chairman and gentlemen. 


en- 
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ProFicteNcy FLYING 


Mr. Manon. General Moore, will you introduce the next item? 
General Moore. Mr. Chairman, Capt. Edward J. O’Neill, from the 
Office of Chief of Naval Operations, is here to answer questions with 
reference to the item which appears on page 282 of the committee 
print, and the subject is Proficiency Flying. 

You may proceed, Captain. 

Mr. Mauon. Thank you. 

Proceed, Captain. 

Captain O’Nettu. Mr. Chairman, members of the committee, I am 
Capt. Edward J. O’Neill, United States Navy, appearing on behalf 
of the Navy Department in support of a change to section 616 of the 
Department of Defense Appropriations Act, 1957. 

The changes sought are in the clause: 

Sec. [620] 616. * * * Provided, That [during the fiscal year], without regard 
to any provision of law or Executive order prescribing minimum flight require- 
ments, such regulations may provide for the payment of flight pay at the rates 
prescribed in section 204 (b) of the Career Compensation Act of 1949 (63 Stat. 
802) to certain [officers] members of the Armed Forces otherwise entitled to 
receive flight pay during the fiscal years 1956 and 1957 (1) who have held aero- 
nautical ratings or designations for not less than 20 years, or (2) whose particular 
assignment outside the United States makes it impractical to participate in 
regular aerial flights. 

Under the provisions of section 620 of the 1956 act, the Chief of 
Naval Operations has authorized the officer aviators wintering over 
at the South Pole to be credited with aviation pay during those months 
when total darkness, snow, and severe cold prevent regular flights. 
This period extends from March 1 to October 1, but the present 
authorization will expire at the end of fiscal year 1956. We desire 
that the word ‘Sanniiene be substituted for the word “officers” in 
order to eliminate the inequity in treatment between officers and en- 
listed men who are serving in Antarctica. We desire that the words 
“during the fiscal years 1956 and 1956” be added in order to permit 
the credit of flight pay to enlisted men now in the Antarctic who are 
not covered by section 620 of the 1956 act. 

The aircraft used during Deepfreeze are either multiengined or 
helicopters requiring the services of enlisted crew members. While 
we have used the privilege of section 620 for the first time in the 
case of the officer aviators in this operation, we did so realizing that 
a potential morale problem existed in that it was not permissible to 
extend the same privilege to the enlisted flight crew members. We 
are therefore requesting these changes in order to forestall a morale 
problem in the case of the wintering-over party on the Antarctic 
expedition. 

The 8 officers and 16 enlisted men involved are volunteers who will 
be in Antarctica for 15 months. If this change is effected the esti- 
mated additional funds expended will be $9,600, and will consist solely 
of aviation pay credited to enlisted crew members otherwise entitled 
to such pay but prevented from flying because of their particular 
assignment outside the United States. 

This is essentially to give to our enlisted men who are wintered 
over in Deepfreeze operations at the pole the opportunity to have 
the pay that they would have if they were somewhere else. They are 
crew members of aircraft. 
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Under the present statute officers get the pay under those circum- 
stances, but the men do not, sir. 

So this is to give them the same rights as our officers have during 
Operation Deepfreeze, those people participating in that operation 
in a flight status. 

Mr. Manon. Are there any questions? 

If not, thank you very much for your statement. 

Captain O’Nettt. Thank you very much, Mr. Chairman and 
gentlemen. 

PassENGER AUTOMOBILES 


Mr. Mauon. General Moore, will you please introduce the next 
item ? 

General Moorr. Mr. Chairman, Col. Lee V. Wiseman, of the Air 
Force, and Mr. Lawrence E. Chermak, counsel for the Office of Navy 
Comptroller, are here to explain the requirement for additional auto- 
mobiles, which appears on page 287 of the committee print. The 
money for these automobiles has been taken up in the various panels. 


GENERAL STATEMENT 


Colonel Wiseman. The Air Force is requesting the Congress for 
authority to purchase 1,069 initial issue passenger carrying vehicles, 
This requirement includes 308 light sedans, 460 station wagons, 150 
each 29-passenger buses, 92 each 37-passenger buses and 59 ambulances. 

These requirements are the result of new base activations, new unit 
activations on current operational bases and increased missions for 
units in being. The requirements for the vehicles have been indi- 
vidually screened and have been given the most stringent review at all 
levels. 

The Air Force is undergoing considerable expansion in several 
ways. Bases are being vastly expanded physically on such items as 
runways, warmup pads, taxiways, housing, maintenance working areas 
and POL, ammunition and supply storage. The number of wings 
and operating bases is also increasing. For example, at the end of 
fiscal year 1955 the Air Force had in being 121 wings. We are sched- 
uled to activate 10 wings during fiscal year 1956, which will give us 
131 wings at the end of that period. At the end of fiscal year 1957 we 
will have 137 wings, or an increase of 6 wings during fiscal year 
1957. This represents an increase of 16 wings during fiscal years 1956 
and 1957. As to bases, we have an end fiscal year 1955 position of 
189 operational bases. During the fiscal year 1956 we will have an 
increase of 19 operational bases for a total of 208. Our operational 
bases will increase during fiscal year 1957 by 16, giving us an end 
fiscal year 1957 position of 224 operational bases. This represents 
a total operational base increase of 35 during fiscal years 1956 and 
1957. Our defense system is growing rapidly. Many radar installa- 
tions are programed in fiscal years 1956 and 1957. The air defense 
expansion includes units such as A. C. and W. sites, Texas towers 
and air defense wings. In most cases these units are logistically sup- 
ported by the nearest Air Force installation. The logistic support 
base must furnish these sites with administrative vehicle support. 

Sedans are used for purposes such as transporation of base per- 
sonnel, documents, official liaison and courier trips, taxi service, trans- 
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yortation of transient personnel on official business, recruiting, for 
investigators, chaplains, VIP’s and doctors making outpatient “ealls, 

Station wagons are versatile and have a wide variety of usages. 
They are primarily used for transporting air crews, flying equipment 
and baggage on the flight line, for pickup and deliv ery of light sup- 
plies along with the movement of personnel, for recr uiting personnel, 
transport ation of instructor personnel and training aids, | transporta- 
tion of trasient personnel on official business, and for transportation of 
specialized maintenance crews and their tools on the flight line. 

Buses are used for effecting mass movements of personnel on the 
base, scheduled routes on bases where commercial Fcilities are not 
available, transporting dependent schoolchildren where required, sup- 
porting training exercises, task-force operations, and when preposi- 
tioned, to effect phased mass movement of high-priority aan at and 
support personnel engaged in operational deployment exercises such 
as rotational training, task-force operations, and alert deployment. 
In the event of an emergency, the prepositioned buses will be used in 
direct support of the combat mission of the Air Force. 

Ambulances are required for the movement of sick, injured, and 
deceased personnel, standby for casualty crash operations on the flight 
line and other emergencies which might arise. 

The command or program usage of the passenger-carrying vehicles 
required by the Air Force are listed below : 


STRATEGIC 





AIR COMMAND 


Two hundred thirty-five vehicles are programed for 7 new base 
activations and 206 are needed to support an increased mission of 
present operating bases for a total of 441. These vehicles are for use 
within the continental limits of the United States except for 21 that 
will support 10 Strategic Air Command overseas installations. The 
essentiality of these vehicles cannot be overstressed if the Strategic 
Air Command is to maintain a proper state of readiness in order that 
they may accomplish their assigned mission. 


ATR DEFENSE 





COMMAND 


The initial issue Air Defense Command requirements are 116 of 
which 65 are for 7 new base activations and 51 are for new organiza- 
tional activations on existing operating bases. All activities in this 
command render direct support to the continental air defense mission. 


TACTICAL AIR COMMAND 





The Tactical Air Command requires 113 vehicles; 42 for 2 new base 
activations, 12 for new units on currently operating bases, and 59 for 
increased mission assignments for existing units. These passenger- 
carrying vehicles are essential in order that this command’s tactical 
mission may be carried out. 





HEADQUARTERS COMMAND 


Headquarters Command has a logistic support mission which re- 
quires 154 vehicles. One hundred and for ty-seven are to be utilized by 
the Office of Special Investigation agents assigned to the 27 districts 
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throughout the United States. These vehicles are as much of a tool 
to the investigating agent as the carpenter’s tool kit is to a carpenter. 
Six are for 2 new air attaché offices and 1 is for the Deputy Director 
of the National Security Council. | 


CONTINENTAL AIR COMMAND 


The Continental Air Command initial issue requirement is 41 pas- 
senger-carrying vehicles. Thirty-nine of these vehicles are needed for 
expanding activity in the Air Force Reserve flying and training in- 
stallations. The other 2 vehicles are required by the 2225th Personnel 
Processing Group in the New York area which processes approxi- 
mately 1,500 personnel weekly into and out of the United States. 


AIR ACADEMY 


‘The seven vehicles are required to support a mission increase. The 
second class of cadets are scheduled to matriculate during July 1956. 
Also, the permanent party and academic staff is scheduled to increase 
by 621 personnel during this funding period. 


AIR MATERIAL COMMAND 


The Air Materiel Command requires 10 vehicles for Spain to sup- 
port the Spanish Petroleum Oil and Lubricants Group. They are 
required to maintain 3 petroleum terminals, 5 pumping stations, 2 
heavy-equipment pools and 4 maintenance crews in the performance 
of administrative and operational functions. 


ALASKAN AIR COMMAND 


The Alaskan Air Command has an increased mission requirement 
for two passenger-carrying vehicles to support increased activity on 
cold-weather test projects. 


UNITED STATES AIR FORCES, EUROPE 


Fourteen ambulances are required for 9 new medical facility activa- 
tions during 1957. 


FAR EAST AIR FORCES 


One ambulance is required for a new medical facility activation dur- 
ing fiscal year 1957. 


AIR NATIONAL GUARD 


The Air National Guard has an initial issue requirement for 60 
passenger-carrying vehicles. They require 24 for 8 new bases being 
activated during fiscal year 1957. Thirty-six vehicles are needed for 
crash rescue standby at 35 active Air National Guard flying installa- 
tions. 


PROJECT “SEA WEED” 


Ninety-two buses are required for overseas prepositioning to support 
the current training and emergency plan. These buses are needed for 
essential transportation of priority combat crew and support personnel 
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at classified overseas bases. They are used for the direct support of 
the Strategic Air Command. 


PROJECT “PINE TREE” 


The 18 vehicles for project Pine Tree represent the Air Force’s share 
of its support for the joint Canadian-United States defense effort. By 
joint agreement the funds are turned over to Canada. The vehicles 
are then purchased by Canada to support this project. 

In summary, the initial issue passenger-carrying automobiles the 
Air Force is asking to buy this fiscal year are urgent requirements. 
Each of the vehicles in this request has a home. "These vehicles are 
needed for the direct support of the vital offense and defense missions 
assigned to the Strategic Air Command, Air Defense Command, Tacti- 
cal Air Command, and the direct support mission of other commands. 


STATEMENT ON REQUIREMENTS OF AMBULANCES IN FISCAL YEAR 1957 


Mr. Cuermak. The Bureau of Medicine and Surgery is requesting 
procurement of 41 ambulances in fiscal year 1957, of which 37 are 
replacements. The four new ambulances are required for Marine 
Barracks, Camp Lejeune, N. C. 

The four augmentation ambulances requested are field type jeep 
ambulances for training purposes with the First Infantry Training 
Regiment at Camp Lejeune. The Marine Barracks, Camp Lejeune, 
provides logistic support to the training regiment, and for that reason 
these ambulances are listed for that activity. It is anticipated that 
these ambulances will be used for training purposes exclusively, and 
this increase has been requested by Camp Lejeune since 1954. 

In view of the above justification for the four new ambulances, it is 
respectfully requested that appropriate language change in section 631 
of the general provisions be made in order to provide for the total 
ambulance requirements of the Bureau of Medicine and Surgery as set 
forth below: 


Ambulances 


Motor vehicles | Old vebicles to | ; : 
— cost | O14 vehi-| Cost of 


to be purchased be exchanged 











| 


veni- | nan oon : 
Appropriation ———|——_—_,———| clesto | Clesstill | 1} fre of 
a oe to be motor 
| Num Gross | Num- | Allow-| ¢ Pur- used vehicles 
ber cost ; ber 5 ance chased ee 
wae 2 wi a Cement ’  siiet, wees aes. 5a | 
Medical care, Navy--.----- | 41 | $190, 500 teases | $190, 500 | 913 Froveerenes 





SEDANS FOR MARINE CORPS 


The augmentation of 124 sedans for the United States Marine Corps 
are for the replacement of pickup trucks in the Marine Corps Reserve 
and recruitment districts. The pickup trucks which are being re- 
placed are due for retirement during the fiscal year 1957. These w vould 
require replacement by pickup tr ‘ucks if sedans are not provided. 
Sedans are more eatable for recruiting and Reserves and are more 
economical to procure, operate, and maintain. 

Mr. Scrivner. Off the record. 

(Discussion off the record.) 
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Mr. Manon. Colonel Wiseman, you may highlight your statement 
off the record. 

(Discussion off the record.) 

Mr. Manon. Would it not be better to dispense with this language 
and handle all this in the regular appropriation? I think perhaps 
it would, but we will have to explore that for next year. I want you 
to explore the possibility of doing it in that way next year. 

What is the problem of the Nav y here? 


REPLACEMENT OF TRUCKS WITH PASSENGER CARS 


Mr. Cuermak. The Navy position is that we need four new am- 
bulances for the Marine Corps down at Camp Lejeune. We need 124 
sedans for the Marines down there to replace, actually, the trucks 
which they have been using. 

Mr. Manon. Is this purely a replacement request ? 

Mr. Cuermak. Well, it is not replacement in terms of the language 
of the statute, because we replace passenger cars with passenger cars, 
but what we are really seeking is 124 passenger cars which will do 
the work that was done by pickup trucks before. So, we cannot say 
that the passenger cars are replacements of the 1 124° pickup trucks. 
Therefore, we have to come in and make the request on the basis of 
new cars. 

Mr. Osrerrac. Will you keep the trucks? 

Mr. CuermMak. Yes, sir; but they are not useful, and for that reason 
we will need these cars. 

Mr. Scrivner. Why do you not replace the pickup trucks with 
pickup trucks ¢ 

Mr. Cuermak. Because the purpose they are going to employ them 
for such as recruitment purposes requires sedans as a proper usage 

rather than pickup trucks. 

Mr. Scrivner. What would you use the pickup trucks for that you 
are not going to use the sedans for ? 

Mr. Currmak. We carry personnel in the pickup trucks and have 
done so for years, but now we are also going to carry personnel in the 
sedans. The sedan constitutes the proper usage in recruitment where 
you carry personnel. 

Mr. Wiceteswortn. In other words, 124 sedans will be used in place 
of 124 pickup trucks ? 

Mr. Cuermak. Yes, sir. 

Mr. WieceLeswortH. The number is the same ? 

Mr. Cuermak. Yes, sir. 

Mr. Scrivner. No; the number is 124 plus 4 ambulances. 

Mr. Cuermak. 124 plus the 4 ambulances gives us a total of 128. 
Our figure was 165 but that is an improper figure. We really need 
128. 

Mr. Manon. Colonel, how many new bases would be served by these 
vehicles ? 

Colonel Wiseman. Mr. Chairman, there are 35 additional opera- 
tional bases coming into the program in fiscal years 1956 and 1957. 

Mr. Manon. Is it wholly because of these new bases that you need 
these vehicles, or is it partly because of the new bases? 

Colone] WisreMAn. Partly because of the new bases, sir, and partly 
because of the tremendous increase in our radar air defense system, 
and units being activated in various parts of the country and the need 
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of our active bases to logistically support these small-unit radar seg- 
ments which are spread out all over the country. 

Mr. Manon. That is, the radar screen, so to speak ? 

Colonel Wiseman. Yes, sir; it is part of the radar system. 

Mr. Scrivner. Will these vehicles be trucks and sedans? 

Colonel Wiseman. No, sir; we are asking to buy 460 station wagons; 
308 light sedans; 150 each, 29-passenger buses; 92 each, 37-passenger 
buses; and 59 ambulances. 

Mr. Manon. Did you justify these figures when you were before 
the Air Force panel ? 

Colonel Wiseman. Yes, sir; I did. 

Mr. Forp. It is my recollection, Mr. Chairman, that we had a some- 
what similar justification for the ambulances for the Department of 
the Army. 

Mr. Manon. I think you undoubtedly did. I think all of these have 
been justified, have they not ? 

Mr. Cuermak. Yes, sir; they have. 

Mr. Manon. Are there any further questions, gentlemen ? 

Mr. Suepparp. Is this in the President’s budget ? 

Colonel Wiseman. Yes, sir, Mr. Sheppard; it is in the President’s 
budget. 


NATIONAL Boarp FOR THE PROMOTION oF RirLE PRACTICE 


Mr. Manon. General Moore, will you please introduce the next 
item ? 

General Moore. Mr. Chairman, this morning Mr. T. A. Janssen, 
Department of the Army, is present to defend the item appearing 
on page 289 of the committee print, a provision which would make it 
possible for the National Board for Promotion of Rifle Practice to 
carry out a full-fledged program for this fiscal year. This item has 
been presented at great length before the Army panel and in con- 
nection with this specific language. 

Mr. Janssen. Mr. Chairman and gentlemen, part (a) of section 632 
of the general provisions of the appropriation bill provides for trans- 
fer of ammunition to the National Board for the Promotion of Rifle 
Practice from ammunition stocks available to the Department of 
Defense. This provision is similar to the procedure followed prior to 
fiscal year 1953, which from the standpoint of the National Board, 
was a very desirable method of satisfying its ammunition require- 
ments, 

The Deputy Chief of Staff for Logistics of the Army has advised 
that the ammunition requirements of the National Board for calibers 
.30 and .45 ammunition can and will be furnished from existing stocks. 
This action will not seriously affect the stockpile of this ammunition. 

Allowing 135 rounds per individual in clubs and 143 rounds per 
individual in schools, the age groups indicated would be issued salina 
.30 as follows: 











Rounds | Cost 
3,000 members over 14 years of age in junior divisions of senior clubs. .__-~_- 405, 000 | $32, 400 
CO ciaticiciansenmnaicasiedaigcera ih ime ares qetenenrchco emanate AE echt Iea ibe hte cetacred 429, 000 34, 320 
ON RR a bad es cn ko dne~L using meq=sebneachsedléckiipmien shabu supe 11, 083, 500 | 886, 680 
TOUS a FO oa occ ce cen ee own Schow en dauhee weedatetnbee 1, 282, 500 102, 600 
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Requirements for matches conducted by the National Board are as follows: 





Rounds Cost 
Caliber 2B for meeeeGhi 6556 dsb 5k ih a. ak hts i hes ae tbe 810, 000 $64, 800 
Cc i ne deauneeecaweeedon 240, 000 13, 440 


The total ammunition requirement for calibers .30 and .45 is $1,134,240. 

The Army does not stock caliber .22 ammunition. This caliber ammunition is 
issued primarily to the junior age group, 12 to 18 years; schools and members 
19 to 25 years. During the hearings on the appropriation for “Promotion of rifle 
practice,” a requirement for $109,000 of appropriated funds for purchase of this 
ammunition was discussed with this committee. The requirements by groups for 
caliber .22 ammunition are as follows 








i 
| Rounds Cost 
*- ieee decent ti pli tsdhidhdichensiene 
NS ETE 00 Be cng ke cnc wss ban cmesceenpedacsussectunoewteny 12, 015, 000 $96, 120 
Schools. seine Ese wid Sobiatw kiswalke Dd apeh cskae eae by olsen 1S ee eee 429, 000 3, 432 
Members 19 to 25 years. SEES SOE en Ree FET Cane Sree PE: 1, 282, 500 10, 260 


Total requirements for caliber .22 ammunition is $109,812. 
The above requirements are based upon the following estimated membership 
for fiscal year 1957: 


Be MS | a a 89, 000 
Senior club members (17-18 and over 25) _-----__-__--- 82, 100 
ee a RT ee er ee ee ee ree 3, 000 
pMembers 19-25 Penrs. . oh i eke 9, 500 


Part (b) of section 682 provides for travel expenses to regional, national, 
and international matches for military and naval personnel, Reserve components, 
and members of ROTC from appropriations available to the Secretary of Defense. 

Based upon estimates furnished by program directors, the following are re- 
quirements of part (b) : 


Asiny Reserve Bnd BOC tessa ics cnd cc cence tewckedpciesionee $150, 000 
a se ie einen nei aniee 456, 000 
PE GERM mene ch noe wanda tant aisnnc ena eattee ye eat emer. -.. 400,000 
Arey gunpert Unite 236.3 oh atl a A Ba 140, 000 
Navy Geanie. 60. bo is Usual heer Ee eae 15 000 
Mi eioven Tansee siciict Lich. osteitis cnet onusid-dennceemeernbetme 7, 500 
I ON Ek rcemrints in a chien 70, 000 
NY I I I oc wrerims mt capes enyp er asin anaes eas eare stew eo as eae 10, 000 
marioe Corpe support Wiilte- + a tw Ad ee LU 30, 000 

BOON asp tite teste teed swe deeds +a 1, 278, 500 


The Coast Guard is not provided for since it is budgeted for by the United 
States Treasury. 

Mr. Manon. Mr. Riley, as a member of the Army panel did your 
panel fully go over this picture? 

Mr. Riney. Y es, sir; we went into it rather fully, Mr. Chairman. 

Mr. Manon. Do you think any additional information is needed for 
the record before we make our decision ? 

Mr. Rirey. I do not think so. I think we have a rather full record 
on it. 

Mr. Scrivner. Is there any limitation on the amount which they can 
transfer? Do you mean this isa blank check ? 

General Moore. No, sir. 

Mr. Forp. I believe it is $1,134,000. 

Colonel Stevenson. It is $1,134,240, as stated in the proposed state- 
ment. 
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General Moore. There is no limitation on the amount of ammuni- 
tion that can be transferred, but the plan is definitely to transfer 
what has been explained in the program and no more will be trans- 
ferred. 

Colonel Srevenson. The .30 caliber ammunition figures out at about 
14 million rounds. 

Mr. Manon. Will you please place in the record a statement re- 
ferring to the pages where this appears in the regular hearings, so 
we can have that information available to us when we mark up the 
bill? 

General Moore. That will be done, Mr. Chairman. 

(The information requested follows :) 

Pages 1410-1411: Provision of Ammunition from Army Stocks. 


Page 1420: Ammunition requirements, section 632. 
Page 1482: Reapportionment of Funds. 


Mr. Manon. Thank you very much, General. 
PROCUREMENT OF UNITED StratTes Propucts 


Mr. Manon. General, we will now proceed to consideration of the 
next item. 

General Moore. Mr. Chairman, the next item appears on page 286 of 
the committee print. It is the so-called “Buy American” provision. 

The President’s budget brackets that, indicating that it is desired 
that the provision be deleted. 

This provision has been in the military and naval appropriation 
acts for many years, and has appeared as a general provision in the 
Defense appropriation act since 1953 in substantially the same form 
except the limitation on spun silk yarn for cartridge cloth which was 
added in fiscal year 1956. 

I am sure the committee is aware of the statement made by the 
President on this section in connection with his approval of the 
Defense Appropriation Act for 1956 in his message of the 13th of 
July 1955. 

In the event that the committee desires to retain this provision, it 
is urged that the committee reinstate the part authorizing exceptions 
which you have authorized in the past. 

Mr. Manon. Well, would you want the language—— 

General Moorr. Off the record. 

(Discussion off the record.) 

Mr. Manon. Should we change the provision with reference to 
silk or can you live with it? 

General Moors. Off the record. 

(Discussion off the record.) 

Mr. Manon. Has this provision hampered the Department of De- 
fense in any material way ? 

General Moorr. I have never heard of a serious report objecting 
to it, or indicating that there has been any serious hampering of any 
oper ation whatsoever. 

Mr. Manon. It is, however, the official position of the Department 
that it would be better to delete the provision ? 

General Moore. It is the official position of the Bureau of the 
Budget. 

Mr. Forp. That is, the whole section 630 ? 
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General Moore. Yes, sir. 

Mr. Osrerrac, Off the record. 

(Discussion off the record.) 

Mr. Manon. If there are no further questions, thank you very 
much, General. 

Will you now proceed to consideration of the next item? 

General Moors. Mr. Chairman, Mr. Lanman is here to take up all 
the demaining items in the general provisions. 

Mr. Manon. Proceed. P 

Mr. Lanman. Mr. Chairman, at page 269, section 602 of last year’s 
bill is recommended for deletion because it is now permanent by its 
terms, sir. 

Mr. Forp. What section is that? 

Mr. Lanman. Section 602 of last year’s bill, sir. It appears at 
the bottom of page 269 of the committee print. 

Mr. Manon. All right. 


DetTAILED PERSONNEL 


Mr. Lanman. At page 270, section 604 of last year’s bill is recom- 
mended for deletion since it is permanent by its terms. 
Mr. Manon. All right. 


TasLeware, Erc., FoR OFFICERS’ QUARTERS 


Mr. Lanman. At page 277, section 614 of last year’s bill is recom- 
mended for deletion since it is now permanent by its terms. 


STRIKE oR OveRTHROW oF GOVERNMENT 


Mr. Lanman. At page 279 at the bottom of the page, section 618 of 
last year’s bill is the noncommunist affidavit provision which has been 
included in the Appropriations Act for many years, but a permanent 
provision of law was enacted by the Congress last year—Public Law 
330 of the 84th Congress, approved August 9, 1955, which was intended 
to permit the Appropriations Committee to delete this provision. 
I understand that appropriation bills are being reported without this 
provision on that basis. 

Mr. Manon. Proceed. 


AccEPTANCE OF Property, ETC., From Foreign CouNTRIES 


Mr. Lanman. At page 284 there appears the provision of last year’s 
bill, numbered 626, but which is numbered 622 for this year. 

You will recall that Mr. McNeil discussed this matter with the 
committee during his testimony, indicating that negotiations with 
the German Federal Republic were still under way, but that we did 
not have adequate information with respect to what support or con- 
tinued support we might expect from those negotiations, but that it 
was the position of the Department that we would prefer the language 
as it appeared in the bill last year, pending the outcome of those 
negotiations. 

Mr. Manon. Is there anything very much more definite than it was 
at the time Mr. McNeil appeared before us? 
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Mr. Lanman. No, sir; we checked late yesterday afternoon and the 
State Department says that our negotiators are pressing the Bonn 
Government for a satisfactory solution, and I have no further infor- 
mation than that. 

Mr. Manon. How much money is involved ? 

General Moores. $276,319,000. 

Mr. Manon. Do you have that by appropriation items? 

General Moore, oa sir, and I can furnish it to the committee if 

ou like, or I can put it in the record at this point. I think it would 
« better, probably, to furnish it to the committee. 

Mr. Forp. In other words, the Department wants this language 
oe in the bill in case such negotiations are completed success- 
fully ? 

General Moore. Assuming that the committee desires to take the 
same action as they have taken in the last 3 years, sir. 

Mr. Manon. All right; proceed. 


SUPERGRADE EMPLOYEES 


Mr. Lanman. At page 287 with reference to section 633 of last year’s 
bill, it was recommended for deletion in the President’s budget since 
the executive branch was then submitting amendments to the basic 
statutory authority. 

That legislation, H. R. 9560, has been favorably reported by the 
House Committee on Post Office and Civil Service, House Report 
1857, and if enacted, would provide authority for 285 supergrade po- 
sitions in the Department of Defense. 

The increased number of positions provided in that legislation was 
arrived at after submission of detailed justifications and careful con- 
sideration by the Post Office and Civil Service Committee. 

While we hopefully anticipate the enactment of that legislation into 
law, we, of course, have no positive assurance that it will be. We 
would, therefore, respectfully request, pending the disposition of that 
legislation, that your committee retain this section and increase the 
proposed number of positions authorized under it to 285 in line with 
the justifications presented to the legislative committee and contained 
in the bill which has been favorably reported. 

Mr. WiceteswortH. Where does that figure appear which you are 
talking about ? 

Mr. Lanman. It appears on the top of page 288, Mr. Wigglesworth, 
in about the last two words of the section. 

Mr. WiceieswortH. Has this increase ever been justified before 
this committee, or any panel of it? 

Mr. Lanman. I believe at the time that the 200 figure was put in 
here, sir, we had a justification for additional numbers—in addition 
to the 200. 'This specific 285 figure has not been justified before this 
committee, sir. 

However, there were hearings before the Post Office and Civil Serv- 
ice Committee, and a detailed analysis of our request defended by, I 
believe, Secretary Burgess, and I believe that Mr. Robertson per- 
sonally appeared in behalf of it. 

Mr. Forp. Have you gotten up to the full 200 figure during fiscal 
year 1956? 
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Mr. Lanman. Whenever we have a top limitation such as this, we 
have what personnel administrators refer to as a “float.” In other 
words, they hire people and then they have to negotiate with others. 
I do not believe we ever reach the top limitation at any time because 
of the commitments that are outstanding and often they do not ma- 
terialize. So, we never reach the top figure. 

Mr. WiceieswortH. How many do you now have? 

Mr. Lanman. I am afraid, Mr. Wigglesworth, I do not have the 
exact figure, but I think it is in the neighborhood of 180, sir. However, 
I will put it into the record. 

(The information referred to follows :) 

When this authority was relied on during fiscal year 1955 the Department of 
Defense had 169 supergrade employees. However, by agreement within the 
executive branch, the authority of section 633 of the Defense Appropriation 
Act of 1956 was not utilized by the Department of Defense for allocation of 
any supergrades during fiscal year 1956. In lieu thereof the Department of 
Defense used section 505 of the Classification Act of 1949, as amended, for 
all its supergrade positions. Under this authority the Department has been 
allocated by the Commission a total of 270 positions. Notification of the allo- 


eation of the last 25 of these positions was received in the Department of 
Defense this week. 


ALLOCATION OF SUPERGRADES TO PROCUREMENT FIELD 


Mr. Manon. Some complaint developed in the full committee, and 
also in one of the subpanels that in negotiating in big Government 
contracts the status of our negotiators was such that they were 
wholly outranked in a way on the other side of the table by industry. 

Is there any relationship to that problem and this matter here? 

Mr. Lanman. I would be hard put to say that there was, Mr. Chair- 
man, since in general these positions are in the higher levels of the 
departmental echelons. Of course to the extent the supergrades are 
allocated to the procurement field and specifically to those personnel 
engaged in negotiation this would be most helpful and we could make 
such allocations with an increased number. 

Mr. Sueprarp. You do not accept a comparative basis anyway on 
that when you are operating in that field, do you? 

In other words, you will not have all vice presidents and general 
managers of corporations sitting on the opopsite side of the table? 

Mr. Lawman. No, sir; but it is true that the businessman or the 

company who is negotiating a contract involving several millions of 
dollars is certainly perfectly ‘willing to pay the man who is carrying 
the load for them greatly in excess of anything that we could afford to 
pay. 
Mr. Sueprarp. I can understand that, my friend. It is sufficient 
that they pay the bill, but they only pay it proportionately. In other 
words, little “John Jones” gets his nickel taken out of it, too, you 
know. 

Mr. Lanman. It is one of the hazards of Government service. 


AUTHORITY FOR SUPERGRADE POSITIONS 


Mr. Forp. It is true that if this provision is not included as it is 
that the 200 positions would be discontinued or unavailable? 

Mr. Lanman. If it is not included as it is, and the other legisla- 
tion fails of enactment, we would have no separate authority. 
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Mr. Forp. In other words, the 180, or thereabouts, that you now 
have, would lose their status in the supergrades, and would have to 
be demoted to their previous status? 

Mr. Lanman. No, we would continue to have the positions under 
the authority and limitation of section 505 of the Classification Act, 
sir. I do not know what that number is, sir, but it is the position 
of the executive branch that that number, whatever it is, should be 
‘aised in order to take care of our requirements. That is what 
H. R. 9560 would do. 

Mr. Forp. Leaving aside the merit, or lack of it, for the additional 
85, you ought to have at least the current positions in the fiscal 1957 
bill? 

Mr. Lanman. Well, sir 

General Moore. Off the record. 

Mr. Lanman. I would say, sir, that during fiscal year 1955 when 
we used the authority of this section we construed this 200 as a limita- 
tion, and that irrespective of what source of authortiy there was for 
the appointments in a supergrade we’ve always considered that this 
200 was a limitation, which could not be exceeded when this provision 

ras relied upon as the authority to fill any supergrade position. 

Mr. Scrivner. Where are you if we delete this, and the public law 
is not passed ? 

Mr. Lanman. We would have to rely on allocations made by the 
Civil Service Commission from authorization generally available for 
allocation to the various executive departments. 

Mr. Scrivner. So you had better keep this in as a matter of insur- 
ance; had you not? 

Mr. Lanman. Yes, sir. It would assure us of a definite number of 
positions which would belong to the Department of Defense and on 
which no other agency would have any claim. Of course, to protect 
us fully we would like it increased to 285, sir. 

Mr. Forp. Off the record. 

(Discussion off the record.) 

Mr. Manon. Are there any further questions? 

If not, proceed, Mr. Lanman. 


TraNsFers From InpustrraL Funps 


Mr. Lanman. Mr. Chairman, there is a new section 633 at page 290, 
and a letter from Mr. McNeil was delivered to the chairman this morn- 
ing which we would like to have inserted in the record. 

Mr. Manon. Section 633 is as follows: 

During fiscal year 1957 there is hereby authorized to be transferred to the 
Air Force industrial fund not to exceed $40 million from the Navy industrial 
fund and not to exceed $110 million from the Army industrial fund. 

I will insert in the record at this point the letter from Mr. McNeil 
on that subject, and the concluding paragraph states as follows: 

The affected departments agree with this conclusion and support the proposed 
transfer. The Department of Defense, therefore, urges approval of a new gen- 
eral provision, section 633, authorizing the transfer of these funds. This action 
would provide the funds needed by all three Departments to carry out the in- 
dustrial funding program proposed by the President for the coming fiscal year. 

We will insert this letter into the record and it will be available to 
us when we mark up the bill. 








134 


(The letter referred to follows:) 
Aprit 12, 1956. 


DeAaR Mr. CHAIRMAN: I regret that I am unable to appear in person before 
the committee to discuss the need for a new section 633 in the general provisions. 
I wish to take this opportunity, however, to convey to the committee the reasons 
for the approval of this section. 

The Department of Defense, in the coming fiscal year, plans an important 
expansion in the use of industrial funding, particularly in the Department of 
the Air Force which has lagged behind the other two military departments in 
the use of this management principle. This program was described, in general 
terms, in the President's fiscal year 1957 budget and was presented in consider- 
able detail to the committee by the military departments. The combined finan- 
cial resources presently available in the industrial funds of the Department of 
Defense are believed adequate to support the President’s program, but they 
are not available in the right places to meet current needs. The proposed section 
633 would correct this situation by transferring to the Air Force industrial 
fund not to exceed $40 million from the Navy industrial fund, and not to exceed 
$110 million from the Army industrial fund. 

Secretary Wilson, in this appearance before the committee, said: “Perhaps 
the most important single step in improving the economy and efficiency of our 
operations is the planned further extension of the stock and industrial fund 
principle in each of the military departments.” 

The advantages of industrial funding from a management point of view have 
been stated many times, but they bear repeating. First, there comes immedi- 
ately into being a buyer-seller psychology between the user and the supplier. 
Both the “buyer” and the “seller” become more cost conscious, the buyer in 
terms of the requirements that he places upon the supplying activity, and the 
seller in terms of the effective utilization of the resources at his disposal. 

Customers generate pressures for satisfactory services at lower cost and tend 
to review their specification and delivery requirements in the light of cost, as 
well as other factors. 

Producers are provided an incentive to develop those management techniques 
commonly found in private industry—to control labor costs, to plan and schedule 
production programs so as to assure effective utilization of manpower and 
equipment, and to develop effective internal operating budgets against which 
performance can be evaluated. Management becomes vitally interested in the 
development of soundly conceived cost standards and cost accounting systems 
to provide timely data upon which to base management decisions. 

Industrial funds are not only useful to operating management, but to top 
management as well. Review and control by higher echelons are made easier and 
more effective. Costs can be reliably related to functions and programs for which 
appropriations are made. More effective control is exercised through consumer 
funding, through review of operating budgets, and through direct action on devia- 
tions from plans or standards. Inefficiencies are more easily pinpointed, and 
corrective action can be taken more promptly. 

The Department of the Navy, which has had the largest and most extensive 
experience with industrial funding, has found that “EKach successive year of 
operation under the fund shows a definite trend toward a greater appreciation on 
the part of management, both local and topside, of the Navy industrial fund 
system as an excellent device for promoting ‘cost consciousness.’ An attitude of 
inquisitiveness.as to the cause for costs exceeding budget estimates by cost 
center, or production department, has resulted in management ferreting out the 
details, learning the facts, and taking corrective action. The industrial fund is, 
accordingly, proving itself an excellent instrument for cost control in the 
Navy.” 

Forty-three industrial type activities of the Department of Defense, producing 
goods and services with an annual volume of $1.8 billion, are now operating 
under industrial funds. The fiscal year 1957 budget provides for the extension of 
industrial funding to approximately 75 activitives, with an estimated annual 
volume of $1.9 billion. The Army is programing the extension of this system to 
such areas as equipment rebuild facilities, proving grounds, transport terminals, 
etc. The Navy plans to effect nearly complete coverage of all its industrial type 
installations. The Air Force expects to apply industrial funding to the transpor- 
tation operations of the Military Air Transport Service and to installations eon- 
ducting major overhaul of aircraft and components. 





| 











135 


An analysis of the Air Force industrial funding program for fiscal year 1957 
indicates the need for additional working capital in the amount of $155 million. 
The Air Force now has available a little less than $5 million for this purpose. 
A careful review of the Army and Navy industrial funding programs, however, 
indicates that $110 million and $40 million, respectively, can be made available 
to the Air Foree without interfering with the Army and Navy programs. The 
affected departments agree with this conclusion and support the proposed trans- 
fer. The Department of Defense, therefore, urges approval of a new general 
provision, section 633, authorizing the transfer of these funds. This action will 
provide the funds needed by all three departments to carry out the industrial 
funding program proposed by the President for the coming fiscal year. 

Mr. Lanman, I have nothing further, sir. 

Mr. Manon. Are there any further questions, gentlemen ? 

(No response. ) 

Mr. Manon. Thank you very much, Mr. Lanman. 

Mr. Lanman. Thank you very much, Mr. Chairman and gentlemen. 


COMMENDATION OF GENERAL MOORE 


Mr. Manon. General Moore, thank you very much for the efficient 
and expeditious way you have handled this presentation for us today. 

General Moorr. Thank you very much, Mr. Chairman. It has been 
a pleasure. 

Mr. Manon. We may run into some areas where we will need further 
information when we mark up the bill, and if you will be available 
to us, we can get that information. 

General Moore. Yes, sir; I will, sir. 

Mr. Manon. Thank you. That concludes the hearing for today, 
gentlemen. 


Monpay, Apri. 16, 1956. 
CHRONOMETER Repair Factutiry, Norrotk Navat SHrryarD 


WITNESSES 


HON. PORTER HARDY, JR., A REPRESENTATIVE IN CONGRESS FROM 
THE STATE OF VIRGINIA 

FLOYD K. PHILLIPS, CHAIRMAN OF THE WORK COMMITTEE, 
INTERNATIONAL ASSOCIATION OF MACHINISTS, LOCAL 441, 
PORTSMOUTH, VA. 

JOHN M. BRAULT, WATCH AND CHRONOMETER MAKER, CHRO- 
NOMETER SHOP, NORFOLK NAVAL SHIPYARD 


Mr. Manon. The committee will come to order. 

Our first witness this morning will be our friend, Hon. Porter Hardy, 
a very valuable Member of Congress from the State of Virginia. 

Yongressman, you had a statement to present in connection with 
the Norfolk Naval Shipyard, I believe. 

Mr. Harpy. Yes. 

Mr. Chairman, first I should like to understand, if I might, whether 
we are talking this morning about section 638 generally as a part of a 
new appropriation bill, or whether we are concerned primarily with 
the proposal to curtail the operations of the chronometer shop at the 
Norfolk Naval Shipyard. 

Mr. Manon. We are concerned with anything you want to discuss 
with us--either section 638 or the chronometer shop or other matters. 
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Mr. Harpy. Mr. Chairman, I am afraid you all do not have enough 
time to listen to the discussion I should like to make, if you give me 
that much latitude. 

CONTINUATION OF SECTION 638 


I should like, Mr. Chairman, to just make a few remarks in connec- 
tion with section 638, and then submit an additional statement. 

Mr. Manon. That is fine. 

Mr. Harpy. In connection with the subject generally. 

Mr. Chairman, maybe this is not very politic, to make such an ob- 
servation to the Appropriations Committee, but I think that that 

rovision which is contained in section 638 is an authority that should 

e exercised more appropriately by the legislative committee, as it 
exercises similar authority in matters affecting the procurement. of 
real estate. Nevertheless, I think that the propriety or wisdom of 
discontinuing these business-type activities is a function which must 
be undertaken by the Congress. Since it has been started in the Ap- 
propriations Committee I think it is highly important that we con- 
tinue a section similar to section 638 in the new bill. 

Basically the reason for that is this: There is a tendency to try to 
discontinue all types of business activity, and you cannot do that with 
any degree of prudence if you are going to continue to operate an 
industrial-type facility. That is particularly true in the naval ship- 

ard. 

: I have been over some of the proposals that have been suggested. 
I have discussed them with some of our more conservative competing 
business people. Incidentally, Mr. Chairman, some of them, even in 
my district, are admittedly Republicans; but they agree with me that 
some of the proposed actions that the Navy has suggested in connection 
with the naval shipyard at Portsmouth are contrary to good prudent 
business operation. That is particularly significant, I think, when 
it comes from competing shipbuilding and ship repair people. 

If I might submit an additional statement expressing my very 
strong feelings that it is essential that we retain that type of provi- 
sion in the bill I should appreciate it. 

Mr. Manon. Surely. That will be fine. 


CHRONOMETER SHOP AT NORFOLK NAVAL SHIPYARD 


Mr. Harpy. Mr. Chairman, I should now like to speak to the present 
proposal to curtail the operation of the chronometer shop at the Nor- 
folk Naval Shipyard. That is referred to as the chronometer, watch, 
clock and sedtolay repair activity, I believe. Actually I do not know 
where the word “jewelry” ever came in, because it is my understanding 
there has never been any jewelry repaired at the place. It is primarily 
a shop for the repair of these Navy chronometers, where extreme ac- 
curacy is an absolute essential. 

I had not realized, Mr. Chairman, until I read an article in a Navy 
magazine, the Bureau of Ships Journal, published in February 1954, 
which went into some detail on the necessity for a very high degree 
of accuracy in Navy chronometers, just how important this was; 1.55 
seconds per day is the maximum deviation permitted. That is the 
degree of accuracy required in order that these chronometers may sat- 
isfactorily perform their function of aiding in determining position 
of ships if other navigation aids fail. 
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CHRONOMETERS DESCRIBED 


Mr. Manon. What is a chronometer? What does one look like? 
Mr. Harpy. Mr. Chairman, I have with me today—and maybe it 
would be a good idea to call upon him at this time—Mr. Brault, who 
is an expert chronometer maker. He used to be with Hamilton Watch 
Co.. He was with the Naval Observatory for a while, and at present 
he is an employee of the naval shipyard at Norfolk. 
Mr. Brault, will you tell these gentlemen just what a chronometer is? 
Mr. Bravur. Lots of times a chronometer is confused with a clock. 
A clock has a lever escapement. A chronometer of a ship has a 
detent escapement. It requires no oiling. 
I have here a copy of the magazine, if you want to pass it around, 
which has a picture of achronometer. I have the pages marked on the 
; number of parts required, as shown in the article. 
Mr. Manon. For what do you use a chronometer ? 
Mr. Bravutr. Navigation on ships. 
: Mr. Manon. How many do you have on an ordinary ship? 
Mr. Bravur. It varies, I believe, from 1 to 3. 
Mr. Sueprarp. And sometimes four. 
Mr. Bravutr. And sometimes probably four. 
Mr. Manon. Approximately what do they cost, originally ? 
Mr. Bravtr. I believe they cost probably an average of $450, orig- 
inally,. 
Mr. Manon. Who makes them ? 
Mr. Bravtr. This particular chronometer was made by the Hamil- 
ton Watch Co. 
Mr. Manon. The Navy does not make chronometers ? 
Mr. Bravur. It does not make a chronometer. 


An 


REPAIR OF CHRONOMETERS 


Mr. Manon. But you do keep them in adjustment ? 

Mr. Bravtr. In repair. 

Mr. Manon. Yes. Would the manufacturer not be able to do even 
a better job of repair and maintenance / 

Mr. Bravir. That is questionable. 

Mr. Manon. Why? 

Mr. Bravuur. When I went to work at the Naval Observatory they 
told me: “You are working 8 hours. We afe paying you for 8 hours. 
We expect you to work 8 hours. But if there is any emphasis to be 
put on your work, stress quality rather than quantity. 

If I may, I should like to refer to that 1.55 figure. That is one and 
fifty-five hundredths of a second. That is the outside tolerance in 
any of the 3 temperatures; that is, 55, 90 and 72 

Mr. Harpy. That is degrees? 

Mr. Bravur. That is degr ees in temperattire. Then it is repeated 
for recovery. In that per formance it cannot vary more than seventy 
hundredths from the first time. ; : 

Mr. Manon. How often do you have to adjust or repair chronom- 
eters ? 

Mr. Bravutr. They are allowed 3 years. 

Mr. Manon. Between overhauls? 
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Mr. Bravur. Between overhauls. And they must be completely 
taken down. : 

Mr. Harpy. If I might speak to the point of the question you 
asked, Mr. Chairman, about why the manufacturer could not keep 
these-things up better than they can at the shipyard, I think one aris 
you must bear in mind is that you have a tremendous danger o 
damage in shipping. They would have to go through the final check 
and test again before they were put aboard ship after they had been 
shipped in the normal avenues of transportation for any distance. 

Mr. Manon. Could the manufacturer not maintain a repair shop 
at Norfolk better or in a more economical and practical way than 
the Government can? What do you think of that? 

Mr. Harpy. Let me just point this out: Actually they have 11.5 
men employed in this shop. 

Mr. Wiccteswortn. All told? 

Mr. Harpy. All told. Charged to the shop are 11.5 men. They 
propose to curtail this activity because the industry is sick and an 
ailing industry. That is the way it was expressed. 

If you will tell me how in the name of anybody’s good conscience 
they can propose to curtail this activity in order to help an ailing 
industry, I must admit I have a hard time seeing it. If they cut the 
personnel in half it would not be more than a difference of six people 
to be employed, and that would have to be duplicated back in the 
shipyard by about at least half of those they cut off, in order that they 
could recheck the instruments. 

Mr. Manon. Would you read us that portion where it is said that 
this is being done by reason of the ailing industry ? 

Mr. Harpy. I was quoting from an item that appeared in the press. 
They called it “the sick and ailing industry.” 

I think I can quote a similar statement, with not exactly those words 
from a letter received from the Bureau of Ships. I am not sure I 
can put my finger on the statement to that effect now. I do not see it 
in this letter. 

The newspapers used the words “sick and ailing” and I have a reso- 
lution from a DAV chapter which I should like to read in a moment, 
Mr. Chairman. 

That is the statement, however, that has been made time and time 
again; that it was being done because the industry was in bad shape. 
My point is that to make any such assertion that you are going to 
curtail an establishment which employs only 11.5 people in order 
to help an industry is just preposterous. 

Mr. Manon, It sounds absurd to make any such statement as that. 

Mr. Harpy. It very definitely does. | 

Mr. Manon. That is the reason I want to see it. I have not seen 
that statement. 

Mr. Harpy. I thought I had a statement similar to that in a letter 
sent to me. 

Mr. Manon. If you can show us any place where anybody in the 
Navy has made such idiotic statements we would like to see it. 

Mr. Harpy. Mr. Chairman, I would like to go through my records. 
I think I can show you where the Navy said so. I am sure I can 
show you a quote that appeared in the local press, because it is quoted 
in this DAV resolution. They quoted a newspaper article. 








CURRENT DEMAND FOR CHRONOMETERS 


Mr. Manon, Did you say you worked for the watch company that 
made chronometers at one time, Mr. Brault? 

Mr. Bravtr. Prior to this. 

Mr. Manon. How many people are employed in this business? 

Mr. Bravur. Well, I would not be in a position to give you that 
information. You mean on chronometers? 

Mr. Manon. Yes. 

Mr. Bravtr. I understand it is curtailed practically to nil, but I 
could not give you that. I worked with the Hamilton Watch Co. 
prior to the war, or to the start of the war. 

Mr. Manon. Yes. 

Mr. Brauxr. But I did not come in on the manufacture of chronom- 
eters. 

Mr. Manon. They just need so few and they last so long; is that 
the point? 

Mr. Bravuur. The chronometers? 

Mr. Manon. Yes. 

Mr. Brautr. The chronometers under normal conditions are not to 
stay out over 3 years after an overhaul. 

I might correct that. It is from the date of a Government test 
when it is put in the vault to issue by the Supply or The 
chronometer is so dated. It gives the number of the chronometer 
and the next overhaul. 

Mr. Manon. I am not as interested in that point as I am in knowing 
if there is a need for the manufacture of a lot of chronometers. 

Mr. Brautt. I would say not, because the Navy has all it needs and 
more so at this time than it needs. 

Mr. Manon. So nobody necessarily needs to buy any. You have a 
sick and ailing industry, but 11 people would not make it well or very 
much sicker, one way or the other. 

Mr. Brautt. No. If any portion of that is given up I do not see 
how you are going to maintain any people at my level who will have 
the actual practical experience in the work. 

Mr. Suepparp. Will the gentleman yield ? 

Mr. Manon. Mr. Sheppard. 


NAVY POSITION 


Mr. SHepparp. I should like to address a question to Congressman 
Hardy. 

In analyzing your statements I would like to be very sure at the 
time you make your presentation that there is a line of demarcation 
drawn between the comments of the Navy versus those of the Depart- 
ment of Defense, if I may make that suggestion. 

Mr. Harpy. I think that is a very proper suggestion to make. The 
difficulty is that the Navy and the Department of Defense sometimes 
are so far apart that the Navy gets its ears pinned back and it has to 
reverse its field. 

Actually, in this particular situation—and I think the committee 
ought to know about this, since the gentleman from California has 
raised the question—this matter was considered last year. At that 
time I had some discussions with the Navy and I pointed out some of 
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the problems and the cost increases that would be involved if they 
undertook to do away with this facility. The Navy did not want to 
do it. The Department of Defense was pressuring them at that time 
to close this shop entirely. 

Now, it was brought out—and I brought this out in the discussions 
I had with the Navy then—that nowhere else in the world do the 
facilities for testing these chronometers exist except in Norfolk and 
Puget Sound. The people who manufacture these things do not own 
the test equipment that is necessary. The Navy has developed its own 
test ee for underwater tests and other tests which these things 
have to be put through, and if this work is farmed out the only way 
private industry can carry on these functions is by the Navy per- 
mitting them to use its own test equipment. 

That was brought out and the Navy agreed to advise me if they 
caper any further pursuance of this action, That was last 
fall. 

I did not hear anything from them until I found out that this 
proposal had come over to you. I called the Bureau of Ships and the 
Bureau of Ships did not even know that the Secretary of Defense had 
sent this list up here, including this item on it. That is going pretty 
far, when the action was taken in the Office of the Secretary of Defense 
and the Navy did not even know about it. 

Mr. Manon. I could say this: I can look at this thing perhaps in a 
little more objective way than the gentleman from Virginia. I would 
hate to see these people down in your district lose their jobs, but if it 
is in the best interest of the Department of Defense and the taxpayer 
it might be necessary. 

Mr. Harpy. Mr. Chairman, I would not even argue about it myself 
under those conditions. 

Mr. Manon. Yes. 

Mr. Harpy. I would like, in that connection, to point out one other 
aspect of this, Mr. Chairman. 

This is not a firm proposal; this is a proposal for a trial contract. 
They propose to enter into a negotiated contract to see whether or not 
it will work for 1 year, and then if it does not work they are going 
to reestablish the work in the Navy yard. Where in the world are 
they going to get the people necessary to reestablish the shop? 

That is in the communication which the Navy wrote to me. 

Mr. Manon. That is a communication which we have. 

Mr. Osrertac. In my opinion, that is one of the best points you have 
made. 

Mr. Harpy. It is absolutely silly. 

I would like to point out one other thing. In fact, Mr. Floyd 
Phillips represents the Mental Trades Council, and he has a very fine 
statement which I should like for him to present, because it points up 
the origin of this work at the Norfolk Naval Shipyard. 

Mr. Chairman, might Mr. Phillips be permitted to go ahead? He 
has a brief statement. 

Mr. Manon. Proceed, Mr. Phillips. 


GENERAL STATEMENT OF FLOYD K. PHILLIPS 


Mr. Puturps. This is a prepared statement, Mr. Chairman. It is 
addressed to the Appropriations Committee of the House of Repre- 
sentatives. 
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Mr. Chairman and members of the Appropriations Committee, we 
are most happy to be given an opportunity to present the views of our 
people in regard to the closing of the chronometer shop at the Norfolk 
Naval Shipyard at Portsmouth, Va 

The shop comes under the classification of a watch, clock, and 
jewelry repair activity. We would like to point out that this shop 
is primarily a chronometer repair facility, or horological instrument 
repair facility. Only a portion of the work is on clocks or watches and 
nothing has to do with jewelry. 

Mr. Manon. What percentage of the work has to do with watches 
and clocks ¢ 

Mr. Putuips. I would say that is just the percentage which comes 
under the Gimble watches, which the “Frogmen” of the Navy use 
under water. 

Mr. Manon. I am trying to determine whether you spend 75 per- 
cent of your time on chronometers and 25 percent of your time on 
watches or other things. What is the general situation ? 

Mr. Harpy. Mr. C hairman, if I might comment on that, I do not 
think you can draw too much significance from that item, for the 
reason that your chronometers must have a high degree of accuracy, 
and be precision tested, and the watches that the frogmen use have 
to have a high degree of accuracy, as well as assurance that they are 
waterproof. So you are running into very fine tolerances in either 
case. The watch and clock and chronometer work, whichever it is, 
requires a very tight precision specification. 

Mr. Manon. You do not work on ordinary watches and clocks ? 

Mr. Puituirs. That is right. 

Laymen probably would ‘think under the wor ding of the classifica 
tion of the shop that a corner jeweler could do this work, but it takes 
highly skilled personnel to perform this work. No jewelry has ever 
been repaired at this facility. 

The present facilities were established in the shipyard in January 
1950 at the same time the Naval Observatory in Washington, D. C., 
was disestablished. One chronometer repair shop was set up at the 
Puget Sound yard in Bremerton, Wash., to handle the repairs on the 
west coast, and one in the Norfolk Naval Shipyard at Portsmouth, Va., 
to handle the repairs on the east coast. All chronometer repairs and 
testing formerly done by the Naval Observatory is now done in these 
two yards. 

K leven employees, highly skilled in chronometer repairs and testing, 
were transferred from “the Observatory in Washington, D. C. (at a 
considerable cost to the Government), to Portsmouth, Va. Their 
transfer necessitated the disposal of their homes and property in 
Washington, D. C. In some instances it necessitated the leaving of 
children, as they were employed in Washington, D. C., and did not 

‘are to give up this employment. ‘These employees accepted this 
transfer in good faith. They have now bought homes in Portsmouth, 
and become a part of the community. To abolish the positions held 
by these employees would be disastrous to them, as their duties are 
foreign to the general function of the shipyard to the extent it would 
be impossible to place them on other jobs of similar pay. At their 
ages it would be impossible for them to recover from another setback 
of having to sell their homes. They are in most cases too young to 
retire or too old to be employed elsewhere. It would be a great in- 
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justice and may we also remind you that some of these employees are 
disabled veterans and we all can recall that the Government has asked 
that disabled veterans be employed when possible to do so and we think 
they should set the example. 

The Government has a substantial investment in these facilities and 
it is obvious that these facilities are necessary for national security 
because in time of war without radio contact, accurate time is a must 
in navigation. The chronometer is an instrument that can be repaired 
only by skilled personnel with years of experience. It is a precision 
instrument which requires special equipment of repair and test such 
as time signal equipment capable of accurately checking within one- 
hundredth of a second and controlled temperature boxes from 40° 
below zero to 90° above zero so as to insure its accuracy under all 
weather conditions. 

Prior to and during part of World War II some of this work was 
contracted out. This proved very unsatisfactory and outside contracts 
were discontinued about the middle of the war. It was then decided 
that this particular type of work would be done only by the Govern- 
ment facilities because the testing facilities and skill had to be kept 
even to test the equipment bought from private companies which 
make it. The shipment of chronometers is not desirable due to dam- 
age inflicted by handling, they are extremely sensitive. Therefore, it 
would be necessary to maintain all test equipment now in use for 
inspection, and also qualified personnel to perform the inspection even 
though it may not require more than half of their time. Now may 
we ask would that be economical. 

Also in time of a national crisis, strikes, or other holdups which 
would affect the transporting of work to and from private activities 
‘an seriously affect the movement of naval vessels. Therefore it 
appears unwise to turn such an important function, which is being 
operated economically, to private business, especially when the lives 
of our service personnel and the national security is so dependent on 
accurate time-keeping equipment. 

One more factor of this equipment has in the past had to be modi- 
fied to the Navy’s specifications. This cost is not in our belief added 
to the purchase price but reflects on the cost of the facility. 

To compare a ship’s clock with a chronometer as costwise, clocks cost 
approximately $40 and chronometers cost approximately $500. 

We thank you for your courteous attention and trust you will make 
every effort to retain the chronometer repair facility at the Norfolk 
Naval Shipyard, Portsmouth, Va. 


REPAIR SHOP EMPLOYEES 


Mr. Manon. I must say that in business and in Government at times 
people have to bear rather harsh consequences in the interest of effi- 
ciency and progress but we must make sure considerations of fair 
play and good faith are observed. I am interested in the employees, 
but that interest would have to be secondary to the interest of the 
Government itself. 

Mr. Harpy. Mr. Chairman, I would have to subscribe to that 
thought also. I think, however, one of the points involved in this is 
that the Navy considered this thing so highly important in 1950 that 
it picked these 10 families up bodily and moved them down to Norfolk 
so that they could keep them together. 
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Mr. Manon. They are certainly entitled to some consideration. 
They should not lose their jobs needlessly. 


NUMBER OF CHRONOMETER REPAIR SHOPS 


Mr. Harpy. Even there I am thinking not only in terms of the indi- 
vidual hardship, which is extremely important, but of the fact that 
the Navy considered it was so essential to keep this group working 
together that it moved them bodily to Norfolk. 

Mr. Osterrac. Will the gentleman yield ? 

I just want to be sure I understand whether this is the only repair 
shop in the Navy. 

Mr. Painuirs. On the east coast. There is one on the west coast 
at Puget Sound. 

Mr. Ostrerrac. There is one on the west coast ? 

Mr. Pups. At Puget Sound. 

Mr. Osrerrac. Ships from Boston and Brooklyn and all other ports 
would have to ship or send their instruments down here for repair; 
is that it? 

Mr. Harpy. I would point out that Norfolk is the center of opera- 
tions for the Atlantic Fleet. The ships come in and out of there, so 
that actually your transportation of these items as such would be 
very, very nominal. 

Mr. Manon. That would not be quite so true on the Pacific Coast, 
though, would it ? 

Mr. Harpy. I do not know what the situation is on the Pacific coast. 

Mr. Sueprarp. The situation on the Pacific coast is almost parallel, 
with this reservation : I believe you will find that this is literally true, 
Mr. Hardy; that occasionally a ship will go into New York for re- 
pairs that has not been in the Norlofk area recently, as it were. 

Mr. Harpy. Yes. 

Mr. Suepparp. In that case then the clocks and the chronometers 
are sent down for repair and sent back. 

Mr. Harpy. That is right. 

Mr. Suepparp. But where the ship is assigned within the area then 
at the time it is there, if the time permits, I understand they have an 
exchange. 

Is this not correct : You have extra chronometers, and if a ship comes 
in you can take off the ones that are on the ship and take them in for 
repair, but immediately replace them with those you have in stock 
for replacement purposes ? 

Mr. Brautr. That is correct. I might add also that we have pools 
that the Navy ships will maintain at different points on the coast, to 
issue to the ships. 

There is a confusion here on repair and return. On the regular 
Navy requirements we do not repair and return. What we do is 
issue a new chronometer. 

Mr. Manon. Do you have ne else, Congressman Hardy ? 

Mr. Harpy. Mr. Chairman, I would also like to insert a portion of 
this Navy Bureau of Ships discussion of this subject, in order that 
the record might be complete. I will give that to the reporter, if 
I may. 

Mr. Manon, All right. 

(The information is as follows :) 
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TIMEKEEPING AT SEA 


By B. B. Mizell, Horological Instruments Branch, Bureau of Ships 


Although the principle of determining latitude is as old as Columbus, the prob- 
lem of finding longitude continued to tax many great minds in history for cen- 
turies. Following the discovery of the New World, in the age of far-flung mari- 
time exploration, the question became paramount. World powers, vexed for a 
means of navigating their ships properly and of charting new lands, were soon 
offering various handsome rewards for a method of calculating longitude. The 
highest among these rewards, 20,000 English pounds, finally went to John Har- 
rison in the latter half of the 18th century, when he introduced the first accurate 
chronometer. 

Prior to this signal victory for navigation, a ship’s position north or south could 
be determined from observation of the altitude of the sun or Polaris, a principle 
that grew to perfection with the invention of the sextant. But a ship’s position 
east or west remained an adventure in guesswork or dead-reckoning. Magellan, 
for instance, on his long voyage dead-reckoned his way across the Pacific and 
misplaced his position in longitude by more than 3,000 miles. 


VARIOUS THEORIES PROPOSED 


From the 16th century onward various theories and notions for discovering 
longitude, ranging from pure magic to celestial observations, were increasingly 
advocated. One of the more specious of these notions involved variations in the 
compass while sailing eastward or westward. Since the variations appeared to 
be constant, the idea of recording them on charts was advanced in 1674. All 
that was expected of the navigator aboard ship then was that he take a bearing 
on Polaris, observe the local compass variation and compare it with the recorded 
tabulations to find his position. Although this theory proved feasible in certain 
isolated instances, it was never reliably accurate. 

All the successful or near-successful endeavors to establish longitude have 
shown it as the difference in local times. We show longitude today as the dif- 
ference between local time and Greenwich time, converting hours to degrees. 

The problem that stumped the experts for centuries was a means for finding 
the reference (Greenwich) time at any point in a voyage. 


RELIANCE PLACED ON ASTRONOMY 


Long before the chronometer came into use, men had considered use of a time- 
piece to maintain a reference longitude. The idea was there, but no clock, ac- 
curate and rugged enough to survive a sea voyage, was yet available. Moreover, 
prevalent opinion favored reliance upon astronomy alone as a means for obtain- 
ing longitude, without the aid of a mechanical device subject to failure. 

Constantly recurring eclipses of Jupiter’s satellites were discovered by Galileo 
in 1610 and his tables of their predictions proved to be accurate. But it was 
soon found that telescopic observation of these phenomena at sea in all kinds 
of weather was impossible. 

Most successful of the attempts to solve longitude at sea by celestial observa- 
tions alone was accomplished through lunars or lunar distances. This involved 
tabulations drawn up to forecast the changes in position of the moon relative 
to suitable fixed stars. During a voyage, the navigator would observe the 
position of the moon and match it with the proper tabulation. Comparing this 
with the difference of local time, he would find longitude. But predictions 
of the movement of the moon could not be made with true accuracy, and the 
calculations required at sea were too complicated and time-consuming for the 
average navigator. 

GREENWICH OBSERVATORY ESTABLISHED 


Advocacy of the lunar distances theory led, nevertheless, to the establish- 
ment of the Greenwich Observatory in England in 1675— “* * * for rectifying 
the tables of the motion of the heavens, and the places of the fixed stars, so as 
to find out the so-much desired longitude of places for perfecting the art of 
navigation.” 

Nevil Maskelyne, who became British Astronomer Royal in 1764, was the 
greatest exponent of lunar distances. His Nautical Almanac gave lunar dis- 
tances of the sun and 7 selected stars computed for every 3 hours at Greenwich. 
Recurrent publication of this almanac continued until 1907 when it was finally 
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discontinued as obsolete. The use of this method proved unsatisfactory, for 
even the best navigators, using elaborate calculations, could not obtain 
accurate positions within 20 miles. 

Throughout the 17th century, Spain, Holland, Venice, and France had offered 
various sums and pensions to stimulate a satisfactory answer to the longitude 
riddle. In 1713 the British Government, faced with a long list of serious 
casualties to its fleet, established the Commissioners for the Discovery of 
Longitude at Sea. For a solution of longitude within 60 miles this board was 
authorized to award 10,000 pounds; within 40 miles, 15,000 pounds; and within 
30 miles, 20,000 pounds. Yet the elusive answer to this important navigational 
question continued to plague such famous scientists as Newton and Halley. A 
seemingly impossible venture, the quest for “the discovery of the longitude” be- 
came a popular satirical cliche. 


CHRONOMETER USED ON VOYAGE 


Into this scientific maelstrom a one-time English carpenter turned watchmaker 
brought the answer for posterity. In 1761, John Harrison’s fourth chronometer, 
a 5-inch silver watch, was subjected to a trial voyage to Jamaica aboard H. M. 8. 
Deptford. Upon arrival at Jamaica, the watch showed an error of only 14% 
minutes. From Jamaica, the chronometer was returned to Portsmouth aboard 
the sloop Merlin. After 5 months in every kind of weather, it showed a final 
error of only 1 minute and 53 seconds, or 28% minutes of longitude. 

Harrison, already known for several inventive contributions in watchmaking, 
was 67 when his chronometer was returned from this successful test. The occa- 
sion was a significant victory, following more than 30 years of research and 
building. Yet the authorities remained skeptical and only a portidn of the 
reward was granted at that time. To prove that the results of the initial trial 
were not accidental, Harrison’s instrument was subjected to still another trial 
and much-heated debate before the entire reward was finally granted in 1767. 

There had been many other efforts to design a mechanical timekeeper for 
finding longitude, but all Harrison’s predecessors were unsuccessful. It re- 
mained for Harrison to culminate all pioneering efforts by proving to the world 
that his chronometer could remain accurately reliable in the face of shock, tem- 
perature, and long voyages. 

After the reliability and importance of the chronometer had been firmly estab- 
lished, the supply of these instruments depended on the skills of individual 
craftsmen. Making chronometers remained a specialized art, and its guarded 
secrets were handed down from one generation to the next. Industrial mass 
production of these instruments in the United States did not come until World 
War II. At that time, along with an appeal to the public for the loan of chro- 
nometers, the Hamilton Watch Co. agreed to produce instruments in quantity 
for the United States Navy. 

Within 3 years, Hamilton manufactured approximately 10,000 chronometers, 
thus founding a new industry in the United States. 

Maximum interchangeability of parts was the first problem in applying mass 
production techniques to the manufacture of chronometers. In turn, the quan- 
tity demand called for a minimum of adjustments during final assembly to com- 
pensate for variations in the manufactured parts. The urgent need precluded 
extensive development or radical redesign. Thus the Hamilton instruments fol- 
lowed in general the proved design of past years. The availability of new ma- 
terials such as invar and stainless steel, however, permitted notable refinements 
in the balance and hairspring. 


TOLERANCES NOT RELAXED 


Most chronometers issued to United States Navy ships today are Hamilton 
instruments manufactured during World War II. The performance tolerances 
of overhauled instruments have never been relaxed from the tolerances which 
were specified for procurement. Each time a chronometer is reissued, it is 
equivalent in every respect to a new instrument. Even the new appearance is 
maintained, for bowls and dials are frequently refinished during the overhaul 
operation. 

A Navy chronometer is not issued if time trials show a daily rate of error in 
excess of 1.55 seconds. This represents a precision of 1.55 parts in 86,400, which 
is roughly equivalent to 18 parts in 1 million, or a maximum error of less than 
0.002 percent. Most chronometers go through time trials with considerably less 
than the maximum permitted error, however, and many of them show a maximum 
error of only one-half second per day. This represents a precision of about 6 
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parts in 1 million, approaching the accuracy of a good quartz crystal oscillator. 

Reliability is more important than the requirement for a low daily rate. Any 
deviation in the rate of gain or loss under changing temperatures must be 
very small. The Bureau of Ships specifies that instruments shall be rejected 
if this daily rate varies more than one-half second when subjected to tempera- 
ture ranges to which chronometers are exposed. Detection of such small errors 
is done by comparing the chronometer time with that derived from a high-quality 
frequency standard. The frequency standard utilizes a temperature controlled 
quartz crystal oscillator operating under laboratory conditions to insure stability. 
The standard itself is compared daily with time signal transmissions. In turn, 
these transmissions are regularly compared with the time obtained from celes- 
tial observations at the Naval Observatory. 

Because of the complexity of the rating equipment and test methods and the 
skilled personnel required to make close adjustments to the chronometers, the 
Navy has restricted the servicing of these instruments to two repair facilities. 
These are located at the Norfolk and the Puget Sound Naval Shipyards. Re- 
paired chronometers are distributed each month from these activities to “retail” 
pools for use by the fleet. 

All chronometers are tested at temperatures of 55°, 7214°, and 90° F. Errors 
at each of these temperatures are recorded and the ability of the instruments 
to recover from temperature changes is insured. 

The high state of perfection of the present marine chronometer is considered 
to be unsurpassed by any other mechanical instrument. Although its accuracy 
compares favorably with that of a quartz crystal oscillator, it is completely 
self-contained, small and compact. Possible sources of deviation have been iso- 
lated and eliminated over the years so that at present the performance of a well- 
regulated chronometer can be accurately predicted. 

The high performance of such precise equipment is not maintained, however, 
without periodic overhauls, careful handling when transporting, caution when 
winding, and proper care in the supply pools. 


Mr. Harpy. Mr. Chairman, there is one other item which I should 
like to read for the record. This is a resolution from the Disabled 
American Veterans chapter in Portsmouth, which says: 


It has come to our attention through the press, that the Defense Department is 
considering the closing of the chronometer shop in the Norfolk Naval Shipyard, 
Portsmouth, Va. Upon our investigation we find there are 12 men employed 
in this shop, of whom 8 are veterans; 5 of the 8 are disabled, 1 of the 5 is an 
amputee, and of the remaining 4 nonveterans, 1 is a handicapped man. Three 
of these veterans have been trained as watchmakers at Government expense. 
All of the men employed in this shop have had many years of experience in 
their field and have become expert in this supersensitive work in the repair and’ 
maintenance of chronometers, chronometer watches, and other horological in- 
struments used by the Defense Department. 

In 1950, eight veterans were transferred from Washington, D. C., at the con- 
venience of the Navy, when the chronometer shop was moved from the Naval 
Observatory to Portsmouth, Va. These men were forced to sell their homes and 
leave their friends, and some had to leave part of their families in Washington, 
D. C. Since the move to Portsmouth, four of the veterans are deceased. The 
three remaining disabled veterans are faced with the loss of their jobs since 
they are too young to be retired and too old to obtain employment elsewhere. 

According to press reports, the purpose of the closing of this shop is to aid a 
“sick industry.” 

Therefore, be it 

Resolved, That we, the Disabled American Veterans of chapter 13, Portsmouth, 
Va., go on record as being unanimously opposed to any curtailment or closing 
of the chronometer shop in the Norfolk Naval Shipyard, Portsmouth, Va.; and be 
it further 

Resolved, That we, the Disabled American Veterans, feel that our comrades 
who shed their blood and left their limbs on foreign soil, should not be deprived 
of their employment in order that our Government should do charity to a “sick 
and ailing” industry; and be it further 

Resolved, That we, the Disabled American Veterans, are opposed to our Gov- 
ernment giving charity to an industry which cannot compete under the Ameri- 
ean system of free enterprise. 


Mr. Manon. Are there any further questions ? 
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COST OF REPAIRING CHRONOMETERS BY CONTRACT 


Mr. Sueprarp, Yes; I should like to ask a question, Mr. Chairman. 

Have you any economic justifications emanating from the Depart- 
ment of Defense for this change, dollarwise ¢ ’ 

Mr. Harpy. No, sir; I have had no dollarwise justifications for it 
at all, Ihave not seen anything that would indicate any dollar evalua- 
tion of it which would do other than cost more money. 

Mr. Sueprarp. Let me ask you this question: The proposal is that 
they run what I interpret to be an exploratory contract for the purpose 
of determining the cost factors. 

Mr. Harpy. That is correct; they do not know. 

Mr. Sueprarp. If they wanted to run a contract of that character 
instead of discontinuing the operation to do that what would preclude 
them from entering into a negotiation status without any contract 
to find out what the cost factors would be, the same as in any other 
procurement operation. 

Mr. Harpy. Mr. Chairman, my thought in response to the question 
of the gentleman from California on that is this: If they did that 
they would run up a lot of cost with no accomplishment, and I think 
they realize it. It would be purely a stupid approach to it. They had 
a proposed contract last year, Mr. Chairman. I have seen a copy of 
that contract, which they proposed to negotiate with industry. It is 
almost exactly a year old as of now. 

The Navy came to the conclusion that it was preposterous, that they 
could not afford to do it; and now the Defense Department has ordered 
it. I do not know how crazy we can get. 

Mr. Osrertae. What justification did the Defense Department give 
you! 

Mr. Harpy. The Defense Department gave me only the Navy letter 
of which a copy has been given the committee. This went on to say 
that they wanted to try to.see whether or not the industry could do 
the work satisfactorily. They did not even talk about economy. They 
did not talk about costs. Costs are completely ignored in that letter, 
Mr. Chairman, as you will observe. It is going to cost more money. 

Mr. Manon. Thank you very much. 


LANGUAGE OF SECTION 638 


Mr. WiGceLteswortu. Mr. Chairman, I would like to observe for 
the record that this may be a case where an exception should be 
made, but it does not seem to me surprising that a small setup involv- 
ing 11.5 people should have been walnitted under the general policy 
of the Department of Defense for consideration by this committee. 

Mr. Harpy. | will say to my friend from Massachusetts on that 
score: It is just preposterous to take up the time of the Defense De- 
partment people who have worked on this thing, and the time of this 
committee and of other people, to concern themselves with a little item 
of this type. But it goes to show that somebody has gone so far off 
the beam that unless we are going to look at every one of these things 
we are not going to know whether it should be done or not. 

I subscribe generally to the idea that we should get the Government 
out. of business wherever it makes sense to do it. But, honestly, the 
record they have presented thus far makes me think there are some 
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people down there just crusading on a mission they have no real basis 
for. 

I hate to say that, but, frankly, that is the way it appears. 

Mr. Wicciesworru. I am simply taking exception to some of the 
adjectives that have been used here with respect to the policy of the 
Department. I am not arguing the merits of this particular case, but 
I think under the general policy of the Department it is entirely un- 
derstandable why this activity, along with a great many others, should 
have been submitted to this committee. If an exception should be 
made to the general policy on the strength of your representation that 
is another question. 

Mr. Harpy. If the gentleman will permit this observation, I would 
subscribe to the general policy that the Government ought not to be 
in business where it can procure satisfactorily and at a reasonable 
cost from a private source. I think that is fine, and I am in complete 
agreement. 

Mr. Scrivner. Might I make one observation, Mr. Chairman ? 

What has just been discussed demonstrates why there should be 
some modification of the language of section 638. Under the lan- 
guage, if you will read it, Mr. Hardy, you will find they are doing 
exactly what we wrote into law, which says that: 

No part of the funds appropriated in this Act may be used for the disposal or 
transfer by contract or otherwise of work that has been for a period of three years 
or more performed by civilian personnel of the Department of Defense * * * 

This chronometer shop had been operated for more than 3 years by 
civilian personnel of the Department of Defense. They wanted to 
make some change, and the law says it cannot be done unless some 
report is submitted to us and either approved or disapproved. 

We suggested to the Department of Defense last week that they 
come up with a modification which would eliminate a lot of these 
little things. 

Mr. Harpy. It may be that they could come up with modified lang- 
uage that would be acceptable, but if they come up with modified 


language for the purpose of trying to do this thing I think it would 
defeat our purpose. 


CHRONOMETER REPAIR PRIOR TO ESTABLISHMENT OF PRESENT SHOPS 


Mr. Manon. Let me ask another question. How long has the Puget 
Sound Chronometer Shop been in existence ? 

Mr. Putuies. Since January of 1950. 

Mr. Manon. If we were able to run the Navy up to January of 
1950 without these two shops, why are they so important now ¢ 

Mr. Harpy. That work was performed right there in Washington, 
Mr. Chairman, at the Naval Observatory. 

Mr. Manon. The work was all performed here ? 

Mr. Harpy. That is correct. 

Mr. Osrertac. That was a decentralization ? 

Mr. Harpy. A decentralization is exactly what it was. 

Mr. Manon. How long had the work been performed in Washing- 
ton prior to that? 


Mr. Bravwr. So far as I know, the shop has been in existence 50 


years. 


Mr. Manon. 50 years? 
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Mr. Bravutr. I would say that, judging from the men who worked 
there. 

Mr. Manon. If it could be performed with some reasonable effec- 
tiveness and efficiency here in Washington, maybe it does make sense 
that it might be performed at the Hamilton Watch Co. 

Mr. Harpy. Mr. Chairman, I would say that it probably could be 
performed at the Hamilton Watch Co., but I understand that the 
Hamilton Watch Co.—in fact, I understand nobody is making these 
chronometers any more. They virtually have enough of them to take 
‘are of their requirements. It is just a matter of keeping them main- 
tained. 

Of course, I presume you could get technicians back in these places 
who could perform the work. If you do, however, you are going to 
run your costs up, because you certainly are going to have to go 
through the sane} inspection, and there are certainly going to be 
maintained some inspection and repair and adjustment facilities 
wherever ships are being repaired and kept in operation. 

Mr. Manon. What did we do about that prior to 1950, when the 
chronometer shop was here in Washington ? 

Mr. Harpy. I wish I could answer that. I do not know. 

Mr. Bravtr. They were shipped to pools. 

Mr. Harpy. rey were shipped to pools. Did they have inspections 
on board ship? 

Mr. Bravutr. We do ship to pools where the ships do not come to 
Norfolk where they can draw from the exchange, and they are shipped 
to those. 

Mr. Manon. There is no great trick in shipping a chronometer; is 
there? 

Mr. Brautrt. Yes; there is. 

Mr. Manon. You were doing it prior to 1950. 

Mr. Bravtr. It has been a big headache. As I understand it, re- 
gardless of whether my job is affected or not, I just feel this way : That 
the Navy will not get what it is getting now for this purpose. 

As I understand it—and this is just verbal—the inspections that 
will be done on these will be done at the Hamilton factory, or whoever 
the contractor is, by a naval inspector. Then they will be shipped to 
the Norfolk Naval Shipyard. There they will be put into the supply. 
That is the end of it. 

Something may have happened to that instrument. Gentlemen, it 
does not take much, as I remarked a while ago, to affect these instru- 
ments. It is 1 55/100 seconds as the outside tolerance. 

Mr. Harpy. That is in 24 hours. 

Mr. Bravur. In 24 hours. The shipment should have no effect, if 
the tolerance is maintained. 

Mr. Manon. It did not have any effect before 1950; did it? 

Mr. Bravutr. Yes, sir. 

Mr. Manon. Where did it have an effect ? 

Mr. Bravutr. When they brought these instruments they had the 
Navy inspectors at the Hamilton plant. They were all sent to the 
Naval Observatory, to their testing room, where they made a com- 
plete test. 

Mr. Manon. But after they were shipped from the Observatory to 
Norfolk and Puget Sound they were all right. 
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Mr. Bravutt. They are started in the pool by competent men and 
they are run and rated. If anything has happened to one in that 
shipment they ship it back. 

Mr. Manon. Yes. 

Mr. Brautr. Now, I want to stress this, because it is very important 
tome. If the Hamilton Watch Co. tests these, they have no way of 
catching anything now. We have to test these things before we send 
them into the test room. Then they complete their test, which takes 
6 days in every box, with 6 boxes, so it is approximately 51 days of 
testing to prove and establish a true rate to that instrument. After 
that is all shipped down there, there will not be any more inspection. 

Mr. Manon. I still cannot quite understand why if you could ship 
them and run the program effectively out of the Naval Observatory 
in Washington prior to 1950 you could not revert to that old practice. 
[ understand it would work a hardship and alli of that, but from the 
standpoint of getting the job done would it not be all right? 

Mr. Harpy. Mr. Chairman, what you are saying is that if it became 
necessary for us to do away with automobiles and we could get enough 
horses we could still get around; and we might be better off. 

Mr. Manon. You think it was a step forward; that it was not being 
done right prior to 1950 but it is being done right now? Is that your 
point ! 

Mr. Harpy. I think that is a logical deduction to make from that 
observation. 

Mr. Manon. The Navy was a pretty effective organization prior to 
1950. 

Mr. Puituires. Mr. Chairman, when we ran into this thing last year 
we went up to the topside at the yard and we were told by high officials 
there that the reason this was transferred and changed from the Naval 
Observatory to Norfolk and Puget Sound was to get rid of a lot of 
defects they were having in transportation. It was closer to the head- 

uarters of the Atlantic Fleet and to the headquarters of the Pacific 

leet. That is the reason it was changed. It had proved to be very 
much more satisfactory, in regard to the Observatory. That was the 
reason it was moved. 

Mr. Harpy. I think that answers it. 


USE OF CHRONOMETERS IN COMMERCIAL SHIPS 


Mr. Osrertac. Do commercial or private ships use these instru- 
ments? 

Mr. Pures. I could not answer that, sir. 

Mr. Ostertac. Do you know, Mr. Hardy? 

Mr. Harpy. I do not know. 

Mr. Manon. All large ships use chronometers; do they not ? 

Mr. Harpy. I think the big ones would have to. 

Mr. Ostertac. What do the private companies do about this? 

Mr. Manon. You raise a very important question. 

Mr. Ostertac. They must either have them repaired or have them 
checked. Something must go on in connection with their operation. 

Mr. Harpy. I would dare to say that they probably do not insist 
on quite the degree of accuracy the Navy does, but I would presume 
they do use them. 

Mr. Bravutr. They do use them. 





151 


Mr. Putixirs. But I would not think that the degree of accuracy 
would be as important to a transport vessel carrying cargo, where the 
destination he is primarily interested in reaching is from port to port. 
The Navy has to get to a certain spec?ric point where maybe some air- 
craft has spotted a submarine. They have to go to a certain identical 
point. The transport vessel does not have to accomplish that degree 
of accuracy. 

Mr. Manon. Thank you very much. 

Mr. Harpy. Thank you very much, gentlemen. 


Monpay, Apri 16, 1956. 


FEDERAL CATALOGING PROGRAM 
WITNESS 


HON. HARRIS ELLSWORTH, A REPRESENTATIVE IN CONGRESS 
FROM THE STATE OF OREGON 


Mr. Manon. Weare pleased to have before the committee this morn- 
ing the Honorable Harris Ellsworth, of Oregon, a very valuable and 
important Member of the Congress. 

Do you have a statement which you wish to make, sir? 

Mr. Evisworrn. Yes, sir. Thank you very much, Mr. Chairman 
and members of the committee. 

I do not have what would be called a statement but I have a sug- 
gestion to make to the committee which I think would be in the gen- 
eral national interest. 

My interest in the subject of military supply cataloging goes back 
to the days in 1946 when I served on the Naval Affairs Committee. 
At that time our former colleague, the Honorable Jack Anderson, 
was a member of that committee, and all of you, I think, were here 
when the Committee on Naval Affairs or, perhaps, it: was the combined 
committee, went into the subject of cataloging for the Defense De- 
partment. 

At that time there were some exhibits presented showing the ab- 
surdity of some of the cataloging supply and inventory methods. I 
think those exhibits were here on the Hill, showing a number of dif- 
ferences in screwdrivers, light globes, and so on. 

The single catalog bill was passed and became Public Law 436. 
That was sponsored by Congressman Anderson during the last year he 
was here which I believe was in 1951, and it was assumed, I think, by 
all of us that the question of cataloging for the Department of Defense 
was pretty well taken care of. Since that time I have continued my 
interest in the subject and a number of people have known of my in- 
terest in this subject, and I have had some correspondence with vari- 
ous people and organizations who know something about it. 

Last summer I received a copy of a letter which a young man by 
the name of John F. Thurston, who himself is something of an expert 
in industry on the subject of inventory and cataloging, had written 
to the Secretary of Defense, Charles E, Wilson, after he had been 
employed from October 1952 until July 1953 making an intensive 








¥ 
sf 


oh 
Cs 
aS 


a aN 
as ae a : 


ne ul 
aN. ELE 


ai 
es 


ef 
co 


+e 


cael 
ie 


a as 


Soo 


Certs Ma 


“wee 





4 


init oe 


die ee ees 


152 


study of the spare-parts problem for the Secretary and the Under 
Secretary of the Navy. 
He says, and I am quoting from his letter to me: 


I was acting as a civilian consultant, on leave of absence from the commercial 
spare-parts industry, and I traveled the United States as well as to Japan and 
Korea during the Korean war. I dug deeply, Mr. Wilson, and at the heart of 
the majority of our tragic supply difficulties I found an impossible military 
catalog system. My reports on both supply and catalog problems must have 
been of some value, as I have since been awarded the Exceptional Civilian 
Service Decoration by the Secretary of the Army. 


The letter is of about two pages which I think sheds some rather 
interesting observations on this subject. I will not read it into the 
record, but leave it with the committee for your information. 

Mr. Manon. We will be glad to receive the letter for the record. 


(The letter referred to follows :) 
May 31, 1955. 
The Honorable CHARLES E. WILSON, 
Secretary of Defense, 
The Pentagon, Washington 25, D. C. 

My Dear Mr. WILson: As a member of your Industry Advisory Committee 
on Disposal of Surplus Property, I recently attended the May 11 meeting in 
the Pentagon. During a review of recent recommendations of the present Hoover 
Commission and its task force, I raised questions as to the real progress of the 
current Federal catalog program as related to the requirements of Public 
Law 436. 

Representatives of the Defense Department gave me the usual glowing accounts 
of progress—the same reports which, according to this second Hoover Commis- 
sion, have been made by the military for over 40 years. Such reports have mis- 
led Congressmen, civilian Secretaries and many a questioning taxpayer. I know 
of two patriotic and sincere experts in commercial cataloging who were brought 
in by your office to evaluate the program, who spent a few weeks asking routine 
questions of the military supply or catalog people and who left the Pentagon 
sincerely convinced that “all is well.” No doubt they so reported to you. 

From October 1952 until July of 1953 I made an intensive study of the spare- 
parts problem for the Secretary and the Under Secretary of the Army. I was 
acting as a civilian consultant, on leave of absence from the commercial spare- 
parts industry, and [ traveled the United States as well as to Japan and Korea 
during the Korean War. I dug deeply, Mr. Wilson, and at the heart of the 
majority of our tragic supply difficulties I found an impossible military catalog 
system. My reports on both supply and catalog problems must have been of 
some value as I have since been awarded the Exceptional Civilian Service Decora- 
tion by the Secretary of the Army. 

I have been told by persons who really understand the Federal catalog program 
(and there are a tragic few of them) that my study of the mechanics of present 
catalog procedures was the most complete and exhaustive that had ever been 
made by a nonprejudiced party. That study led me to sincerely doubt whether 
the present procedures of the Federal catalog program were sound or whether 
they would ever provide the Armed Forces with a useful tool for supply manage- 
ment. 

During my 9-months’ tour I read every published report, record of congres- 
sional hearings, etc., I could find. My doubts were further strengthened when I 
read the report of a previous independent study of the same catalog system which 
had been initiated by the then Under Secretary of the Army, Mr. Karl Bendetsen. 
Mr. Bendetsen reported the conclusions of that survey to the Secretary of Defense 
in these words, “The Federal cataloging program will not provide a useful man- 
agement tool for Army supply because it will not provide 1 name and 1 number 
for each item of supply.” 

Mr. Wilson, I left the Pentagon last month, after our meeting, firmly con- 
vinced that the present method of assigning Federal numbers, willy-nilly, is the 
same, identical false system of cataloging that both Mr. Bendetsen and I found 
so wrong. Yet, I am told, this present program has now cost the taxpayers nearly 
$300 million just since the Defense Department was organized. What frightens 
me even more is that, in our two World Wars, the near failure of our military 
supply system and of our cataloging brought us perilously close to defeat. Both 
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the first and the second Hoover Commissions havec described the necessity of a 
sound Federal catalog program in crystal-clear words. 

The greatest deterrent to the solution of the catalog problem is the constant 
turnover of personnel having a real, fundamental knowledge of both military 
supply and military cataloging. No man, no matter how expert he may be in 
civilian cataloging, can even understand the problem until he has spent 6 months, 
at least, at the working levels in the military. It is my belief that the reports 
of progress you and the Congress receive are issued by persons who are honest 
and sincere. They simply do not have the intimate knowledge and experience 
required to properly evaluate the data passed up to them. 

Therefore, I have the audacity to make a most serious recommendation to you. 
I suggest that a permanent committee be appointed by you to study the present 
policies and procedures; to make periodic reports to you as to its findings; to 
make recommendations as to changes or improvements if such are proved neces- 
sary. This committee to have no other function than to keep its eye on the single 
catalog program and to remain in existence only until that program is suecess- 
fully completed. 

Obviously I feel it of paramount importance that this committee must include 
only persons of recognized experience in military supply and cataloging. During 
the survey I made, I met a number of such persons who know the problem, who 
are courageous enough to bring you the true facts, and whose names I would 
consider it a privilege to furnish to you for your “watchdog” committee. 

I trust you will see fit to accept this recommendation. I know something of 
the heavy burdens you carry. I only want to help you get the facts. I have no 
other motive, believe me. 

Sincerely, 
JOHN F. THURSTON. 

Mr. Exitswortn. At that point I had explored the possibility of a 
bill to correct the situation, another bill on top of Public Law 436, 
but that did not seem to be a sensible way of getting at it. 

Mr. Wieciteswortu. What was the date of that letter? 

Mr. Etrsworrn. May 31, 1955. I have talked with any number of 
people about it, but there finally turned up the idea that the thing 
most needed, it seemed to me—and this is up to the judgment of the 
committee—that something which would do some good would be to 
oblige or direct the General Accounting Office, which office has charge 
of examining and scrutinizing all of the payments made, to look into 
this business of cataloging and supply and make reports not less 
frequently than once a year to the Congress or to this committee. 

I have not suggested nor am I suggesting that the language be put 
in the bill because I am not quite familiar with how much you can 
do in the way of general provisions in the bill, but at least I think some 
language of this kind could be incorporated in the report which I 
believe would do the job. I have available a number of copies of 
the language which I think would be beneficial. Incidentally, I had 
some help in developing this language from people who understand 
what the General Accounting Office does, and I would suggest that 
this language be incorporated either in the bill or in the report, or 
in both. 

Here is what I suggest : 

The Committee on Appropirations and other committees of the Congress are 
concerned over the progress being made under the Federal catalog program, 
considering the funds which have been expended over a period of years for this 
purpose. In order that the Congress may be kept advised by an independent 
agency, of the progress that is being made, the Comptroller General is directed 
to make a check on the cataloging program, from time to time, and submit a 
report to the Committee on Appropriations, at least annually, of his evaluation 
of the progress that is being made, together with such recommendations as he 
may consider appropriate. 
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I understand that the Department has spent almost $200 million 
since the passage of Public Law 436, and according to my informa- 
tion no real progress has been made. 

Now, Mr. Chairman and gentlemen of t'\e committee, I am certain 
that that language could do no harm. I ana certain that it would not 
charge the General Accounting Office with anything that it would not 
be able and willing to do, but it will go to the heart of what I think 
is wrong. We could appoint a committee of Congress to be a watchdo 
committee, but I do not think that would be too effective. We coul 
pass another law stiffening up the cataloging situation and, perhaps, 
that would not have any more value really in the Jong run than this 
proposed language in your bill or in your report. If we can get from 
the General Accounting Office a scrutiny of this problem, I believe it 
will help. 

Mr. Chairman and members of the committee, that is my story and 
my purpose in being here. I will be glad to attempt to answer any 
questions which you may have. 

Mr. Manon. I am wondering if in including this sort of language, 
and I agree there seems to be some merit in the proposal, we would 
be trespassing to any degree upon any other committee, as, for exam- 
ple, the Committee on Government Operations. 

Mr. Suepparp. Not necessarily. If you did it on the restraining 
basis of an appropriation, in my opinion that is within thé province 
or scope of this committee. However, if we did not do it under that 
guise, I do not think we would have jurisdiction. 

Mr. Ex.iswortu. If I could give my observations on that, I think 
by using this language and making this directive to the General Ac- 
counting Office, that the Appropriations Committee is well within its 
own jurisdiction because they are saying, in effect, to the General 
Accounting Office: “We are appropriating money for these supplies 
and for the cataloging program, and we would like to know your esti- 
mate of the progress being made in this regard by the military.” 

I do not believe it would cross any jurisdictional lines with any sub- 
committee of the Committee on Government Operations. 

Mr. Osrterrac. Is it the Federal cataloging program or is it the 
defense military cataloging program ? 

Mr. Extsworrn. It is the military cataloging program. 

Mr. Osrertac. You refer to the Federal cataloging program in this 
statement. I am just wondering if it would be understood as to the 
specific direction. 

Mr. ExisworrH. As a matter of fact, I think, if there are other 
cataloging programs in the Federal Government the same could very 
well apply to any of them. ; 

Mr. Ostertac. I wonder if it should be more specific as to the area 
of operation. 

Mr. Ettsworrn. It very well could be. 

Mr. Manon. We can give consideration to that. 

Mr. Exisworrn. This language is merely for your guidance. IT 
suggest that you and your committee staff consider the problem be- 
cause [ assure you it is real, and any study of it will reveal to you 
that time after time when a new Assistant Secretary or other officials 
have come in—I remember in one case in particular one of the execu- 
tives got all steamed up about like I have on the subject, and he 
harged into the Department of Defense and was really going to do 
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something about it. However, he got overwhelmed in less than 6 
months. It was too much. I think this is equally true: ‘There is too 
much interservice jealousy, too much protection of individual jobs, 
and there is too much leaving of the status quo, and it did not turn 
out very well. 

This would be a striking effort to make this cataloging thing work. 
Apparently, everything has failed for 40 years to make this job work, 
and I suggest this approach has a possibility of getting some sort of 
check on it. 

Mr. Manon. I think you are to be commended for your continued 
interest in this very important problem which concerns the taxpayers 
and has to do with the efficiency of the operations of the Government. 

Mr. Mirier. I might say one thing: On the Army panel, as Mr. 
Sikes knows, we had a pretty full presentation and it is all in the 
record, and we got a pretty encouraging picture, so far as the progress 


which is being made is concerned. I am speaking now from memory, 


but it seems to me that they were about 85 percent current, or some- 
thing like that. 

Did you not think that they gave us a very good progress report, 
Mr. Sikes? 

Mr. Srxes. That was my impression. 

Mr. Mutter. I saw no evidence of any holding back. 

Mr. Srxes. That is right. 

Mr. Miter. I think they are sold on it, as far as the Army is con- 
cerned. 

Mr. Exxtsworrn. I will not trespass upon the time of the committee 
further, but the young man who wrote the letter I quote, was very, 
very dedicated to this idea, and he makes comment on the fact that 
the reports to the various committees on the progress being made are 
always very good, and that has been my experience in trying to run 
things down on it. 

Everyone concerned says: “Gee, we have been getting along fine,” 
but when it )s investigated, those doing the investigation do not feel 
that they are getting along at all. 

Mr. Mauon. Off the record. 

(Discussion off the record.) 

Mr. OstertaG. Your point is that a check by the General Account- 
ing Office would determine the degree of progress and confirm or 
refute the testimony in the record that is being given by the armed 
services ¢ 

Mr. Exxisworrn. Let us put it this way: What I propose to do is 
merely to stimulate a better job down there. I do not think that 
there is any lack of desire on the part of those people to do a job, 
but if there is this stimulus on them that there is an independent 
agency going into this, that they probably would step up their efforts. 
I think it could mean a savings of many millions of dollars if they 
knew someone was watching them. : 

Mr. Sixes. That is a very good point. 

Mr. E1i1sworrn. There is no point here of criticism or castigating 
anyone; it is just the idea that here would be an independent agency 
of the Government having no prejudice one way or the other looking 
down their necks, so to speak, and reporting to the Appropriations 
Committee. 

Mr. Sixes. Off the record. 
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(Discussion off the record.) 

Mr. Osrertac. You have commented that the General Accounting 
Office could do this thing readily and I agree with that, but is it not 
a tremendous job for the General Accounting Office to perform in 
reviewing these records, and determinations? Would they require 
additional funds for carrying on a project of this kind ¢ 

Mr. Evisworrn. Let us put it this way: They could. Actually, it 
would not be necessary, I am sure, to accomplish what I have in 
mind to do anything in the way of an elaborate audit of investigation. 
Just the very fact that they can do it would give the necessary spur 
in this situation. 

If they do proceed under this directive to do that, I think your 
committee can certainly hold them back on that. Of course, I think 
that most bureaucrats want to build up an extra department. or addi- 
tional employment, but I do not think it is necessary for this purpose. 

Mr. Manon. Thank you very much for your presentation, Mr. 
Ellsworth. 

Mr. Exitsworrn. Thank you very much for hearing my story, 
gentlemen. 


ee 


Monpay, Apriu 16, 1956. 


Secrion 638 
WITNESS 


JOHN A. McCART, AMERICAN FEDERATION OF GOVERNMENT 
EMPLOYEES 


Mr. Manon. We are pleased to have before the committee at this 
time a representative of the American Federation of Government 

<mployees. Will you please identify yourself for the record ? 

Mr. McCarr. Mr. Chairman, for the record I am John A. McCart, 
legislative representative of the American Federation of Government 
Employees. 

I have given to the committee, Mr. Chairman, a prepared statement, 
and with your permission I w ould like to read it to the committee. 

Mr. Manon. You may proceed. 


STATEMENT oF JOHN A. McCarr 


There is keen interest in section 638 of the Department of Defense Appropria- 
tion Act of 1956 among the members of the American Federation of Government 
Employees, and it is because of their concern over the possibility of its elimination 
that we sought this opportunity to express the federation’s viewpoint. The 
granting of our request to appear on this matter is deeply appreciated. 

It is our belief that the intent of section 688 should be continued, and that 
a similar provision should be included in the Department of Defense appropria- 
tion bill now under consideration by this committee. Furthermore, we are 
convinced that similar legislation should be enacted into permanent law. 

It would be wrong, in our opinion, to transfer the work of industrial enter- 
prise of the Government to private industry chiefly for the purpose of divesting 
the Government of such activities. It should not be done without reasonable 
certainty of the capability of the industrial plant selected to operate at the same 
efficiency as a governmental project under emergency conditions and without 
the most careful determination of the effect on national security. 

Our original contention was that such undertakings as the Boston ropewalk, 
the manufacturing of paint by the Navy, the Naval Clothing Factory, Brook- 
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lyn, N. Y., the Army Quartermaster Clothing Depot, and other similar govern- 
mental projects should not be curtailed or eliminated. Our position was in large 
measure vindicated, because this committee has agreed that some of the activi- 
ties mentioned and others should not be transferred or discontinued. And, fur- 
thermore, it has been vindicated by the adoption of section 638 in the 1956 De- 
fense Department Appropriation Act. 

The fact that the House Appropriation Committee vetoed administration plans 
to close down the ropewalk and the chain shop, both at the Boston Naval Ship- 
yard, as well as the manufacture of paint by the Navy at Norfolk, Va., and Mare 
Island, Calif., indicated the awareness in our national legislative body that 
some governmental industrial operations should be continued under Federal 
control and should not be contracted out to private industry. 

The Boston ropewalk was originally slated for extinction because it was said 
to be costly to the taxpayer, and it was asserted that its elimination would 
result in saving to the national budget. It has been shown that the operation 
of the ropewalk has resulted in savings estimated as exceeding $6 million since 
1931. This activity has had an unusually long record of valuable service. It 
was authorized by Congress in 1834 and built shortly thereafter to meet military 
demands which could not be satisfied by industry. 

The chain shop, like the ropewalk, is performing a specialized type of work 
for the Navy. When the attempt was made to contract to a private firm the 
manufacture of unusually large chain formerly made there, the work had to be 
sublet by that firm back to the shipyard because the manufacturer could not 
mount the dies which the Government loaned to it. It would be difficult to 
believe that it was not a costly experiment. 

This committee has also approved the continuation of paint manufacture by 
the Navy at Norfolk, Va., and Mare Island, Calif. This activity has been in 
progress for more than half a century, and has elicited the admiration of the 
industry. A representative of the National Paint, Varnish, & Lacquer Associa- 
tion a few years ago recommended to a congressional committee the “very 
excellent research and development facilities of the Navy Department should be 
maintained, and in fact, expanded.” 

This whole problem of closing down governmental industrial activities and 
contracting with private business for the work accomplished in Federal plants 
may be viewed from several standpoints. As an organization of Federal em- 
ployees, we are quite properly concerned with the impact which the change in 
management will have on the employed personnel. The projects cannot be dis- 
continued without causing displacement of people. Before we can accept such 
a policy, with all its undesirable implication, we want to be satisfied that it is 
really necessary to do away with these governmental activities, and we feel that 
this committee wants to be satisfied that such a policy is in the best interest of 
the Government. 

As Americans we believe firmly in the development and protection of free 
enterprise, but there are certain functions, and they. may even be industrial, 
which Government can best perform. They should be under close governmental 
supervision and control, because they are so intimately related to military 
preparedness and national security. 

When it is proposed to transfer governmental industrial operations to private 
business, we think there should be a showing of economic advantage; and that 
furthermore—and this is of vital importance—there should be a clear indication 
that our armed services are not the victim of a false economy at a time when 
our country may be in danger. What appear to be savings may actually be costly 
in the long run. Reduction of payroll cost may seem to be the achievement of 
economy, but actually it may consist only in transferring this item of expense 
from a public to a private payroll. It is not unlikely that the project ultimately 
may become a much more costly adventure. 

There have been various reasons given for this policy of closing down Govern- 
ment facilities for performing certain industrial operations and transferring 
the work on contract to private industry. None offers a sound reason for their 
discontinuance. They do not compete with private business to any substantial 
degree, nor will their discontinuance result in real savings to the Government. 
Some of the activities have an important research or development purpose or 
they are operated to produce an item which has a use particularly adapted to 
the needs of the Military Establishment. They also maintain specialized me- 
chanical skills so that they will be available to the Government in time of 
emergency. 
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For the most part, the industrial activities involved have been in existence for 
considerable periods. They were not established for the purpose of competing 
with industry or in any way duplicating commercial productive facilities. For 
example, the clothing factories of the armed services were established with the 
approval of Congress for the purpose of developing different types of uniforms 
and experimenting with different materials and designs to provide our Armed 
Forces with clothing under the many varied and rigorous conditions of modern 
warfare. Evidently it would not be profitable for a private concern to engage 
in this phase of clothing manufacture. If it were attempted, it would undoubtedly 
be more costly to the Government than the present arrangement. 

It is of real advantage for the Government to maintain these productive plants 
to provide research facilities, to develop specifications for new items, to test 
new products, and to train production specialists who can work exclusively on 
military products. The wisdom of maintaining some governmental productive 
facilities has been proved in sudden emergencies. The development of better 
methods and attention to certain detail and to testing equipment for use which 
is far more rigorous than civilian use are usually not practicable under ordinary 
commercial conditions, A private firm must operate at a profit or it is eventually 
forced out of business. 

With respect to some of the Government's industrial work, the volume of 
output is relatively small and therefore of no great importance to the industry 
involved. Whether the cost differential is in favor of Government or industry, 
there are such considerations as the maintenance of skills and the problem of 
forcing unemployment on groups of highly skilled men who have worked many 
years on this specialized type of production. The retention of persons who are 
not needed is not recommended, but the continuation of the employment of such 
persons should be one of the important considerations when there is no com- 
pelling reasor. or advantage for closing down certain governmental facilities. 

It is our belief, Mr. Chairman that all aspects of this problem of what to do 
with the Government’s industrial activities should be given a very searching 
review. It should be analyzed not only from the standpoint of comparative cost, 
but also with relation to the human values involved, the need of the armed 
services for types of products unlike commercial varieties, their need for fast 
delivery of items under emergency conditions, and the maintenance of skills 
and of specialized equipment. Then too, there is the important consideration 
of security and the possibility of checking the loyalty of personnel who would 
be working on private contract activities. Only after such an appraisal of each 
situation has been made, can a decision be made which will be to the best 
interest of the employees concerned and the Government. 

We look to this committee, Mr. Chairman, to continue and strengthen the 
legislative safeguards against the dismantling of certain governmental industrial 
facilities and their transfer to private industry with a potentially adverse effect 
on our Military Establishments which many of these projects are serving. 

Such activities perform a specialized type of work. They do not compete 
with or duplicate a private industrial operation to a significant extent. We 
believe that before they are eliminated or curtailed there should be a showing 
of economic advantage and a demonstrated real saving. 

The opportunity to present the views of our organization in indeed appreciated. 


Mr. McCarr. Mr. Chairman, we would like to endorse the continua- 
tion of section 638 in the Defense Department appropriation bill 
for the forthcoming fiscal year, and I want to express the apprecia- 
tion of myself and our organization for you providing the opportu- 
nity for us to appear before you and submit our testimony. 

Mr. Manon. From time to time the Department of Defense seeks 
clearance with us under section 638 for the liquidation of certain 
enterprises in the Department of Defense. oft) 

We are always glad to have the views of anyone who is interested, 
particularly the views of Government employees. Of course, I do 
not think it is proper to object to the closing of a facility only because 
it may throw some Government employees out of jobs. I think that 
is a part of the consideration. It should be included in the overall 
determination but, of course, I think you would agree that that is not 
the only factor to be determined. 
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Mr. McCarr. That is correct. 

Mr. Manon, It would be desirable if we could reduce by many 
hundreds of thousands the number of Government employees if that 
could be done in the interest of better management and efficiency in 
Government. 

Mr. McCarrt. Yes, sir. My reference to that particular pvint in 
the testimony was directed largely at the loss of highly skilled 
personnel. 

Mr. Manon. I think I understand your position, but I wanted to 
be sure that we did. 

Are there any questions, gentlemen ? 

(No response. ) 

Mr. McCarr. Thank you very much, Mr. Chairman. 

Mr. Manon. Thank you very much for helpful testimony. 


Monpay, Aprit 16, 1956. 
Srecrion 638 
WITNESS 
WILLIAM H. RYAN, INTERNATIONAL ASSOCIATION OF MACHINISTS 


Mr. Manon. We are pleased to have before the committee this 
morning Mr. William H. Ryan of the International Association 
of Machinists. 

Mr. Ryan, what do you want to talk to the committee about? 

Mr. Ryan. Mr. Chairman, I am here in support of the continuation 
of similar language as was contained in the 1956 appropriation bill, 
namely, section 638. 

Mr. Manon. I believe you were present in the room at the time 
Mr. McCart made his statement? 

Mr. Ryan, Yes, sir. 

Mr. Manon. Generally speaking, are you in accord with the state- 
ments which he made? 

Mr. Ryan. Yes, sir; I am. I have in my prepared testimony 
gone into quite a bit of discussion relative to the theory of the Gov- 
ernment being in competition with private enterprise, and I would 
like to read that statement, if I may, sir. 

Mr, Manon. Very well. Proceed. 

Mr. Ryan. For the record, Mr. Chairman and members of the com- 
mittee, my name is William H. Ryan, and I am president and legisla- 
tive representative of District No. 44 of the International Association 
of Machinists, AFL-CIO. 

If it is agreeable with the committee, I would like to submit my 
entire statement for the record, and then brief it. 

Mr. Manon. Very well. 

(The statement referred to follows :) 


STATEMENT OF WILLIAM H,. RYAN 


District No. 44 is composed of local lodges of the International Association 
of Machinists located throughout the United States and insular possessions. 
These local lodges are composed of large numbers of individual members who 
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are employed by the Federal Government as machinists, toolmakers, skilled 
machine operators, welders, auto mechanics, office equipment repairmen, air- 
craft mechanics and helpers. 

Our organization has been deeply disturbed and concerned over the trend of 
the Government in recent years to remove the Government from the perform- 
ance of any type of functions which can be performed by private enterprise, 
irrespective of the cost to the taxpayers and our Nation’s economy and security. 

The present trend we believe is caused by a misguided theory that the Gov- 
ernment is in competition with private enterprise. 

Our organization subscribes to a diametrically opposite theory. In fact, this 
whole theory of the Government “competing” with private industry needs some 
reconsideration. 

While it is appreciated that the Government must, at all times, develop out- 
side productive sources for manufactured products it will need in times of 
emergency, and that it must continually test out, train, experiment with, and 
study the related merits of various manufacturing sources, the tacit assumption 
is always that these manufacturers are being given such consideration at the 
will of the Government, for the Government’s own needs. 

In theory, the Congress is committed to find the least expensive source of 
optimum quality material for the needs of the Defense Department. Over the 
years the people, through Congress, have authorized the expenditure of literally 
hundreds of millions of dollars to establish Defense Department installations, 
staff them, equip them with highly specialized machinery and other devices 
for research, test, development, manufacture, repair and modification of Defense 
material. Hundreds of millions of dollars have been invested in the training 
of specialized skills. All of this expenditure of time, effort and money has been 
made so as to enable the Government to: 

(1) Develop and control the engineering and production specifications to 
which the Defense Department material is to be produced ; 

(2) Establish a basis for comparison of the cost of manufacturing defense 
material. 

Point (1) includes the necessity of the Goyernment to take over the highly 
unprofitable business of basic research, which is usually shunned by manu- 
facturers because of the low return of profit. Most corporations consider re- 
search and development as high risk capital, a calculated gamble, usually 
written off as a loss, in hopes of uncovering some new process or product which 
is patentable, and in hopes, thereby, of getting the “beat” on the competitive 
market by being first in the field for the profit. This is why new products often 
are highly expensive; that is, it is one of the cost factors which make new 
products so costly themselves ; so that the company has to make a quick “killing” 
in order to recoup its losses from basic research. 

If the Government, however, guarantees a “cushion” profit to a research and 
development contractor, the tune is different. But what happens costwise here? 
In the first place, it is clear that any new product or process developed under a 
Government research and development contract, will not be patentable by the 
eontractor. Any such development will become the property of the Government. 
Hence, there would be no possibility of the contractor recouping any loss from 
a research and development investment. So the Government must pay this 
bill for him, since the Government is the ultimate beneficiary of research and 
development, whether done by itself, or by a contractor. 

In the second place, as it has been said previously, the Government has made 
a tremendous investment in equipping establishments of its own to handle re- 
search, test, development, manufacture, repair, and modification of Defense ma- 
terial. Where private industry secures contracts to duplicate the Government’s 
efforts in this regard, it eventually happens that part of the cost of the contract 
includes such things as buying capital equipment for private industry to do such 
specialized work, and paying the industry an overhead cost figure based upon 
the actual cost of operation of that industry. This includes salaries and wages, 
maintenance of capital equipment and so on. Now let it be noted, that it is 
Government money which is paying for the entire cost of the operation of the 
private enterprise as it directly applies to the manufacture of defense material, 
and this includes taxes and profits for the company. But it is also Government 
money which was initially used to equip defense installations to do identical 
work. 

Going deeper ; this theory of Government “competition” with private industry 
fails to mention what market is being sought. For what market is our Goy- 
ernment and private enterprise in competition? If the market is the open com- 
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ed mercial market, available generally for mass consumption, then of course private 
ir- enterprise would have some grounds for its claim that the Government should 
not compete with private industry. But in fact the market is no such thing. 
of The use, and the only use, for defense material is for the specific and exclusive 
m- needs of the Government in preparing for the defense of the Nation. In other 
se, words, the products which the Government produces for itself, or causes to be 
ty. produced by outside manufacturers, are not up for general sale. They are not 
yv- available to individual American citizens, and they are not available to foreign 
markets. When produced, they are used solely by the Government for its own 
his specialized and exclusive needs. 
me Permit me to set up a hypothetical example so as to more clearly explain this 
point. If a company were to have a patent on a product which is used specifi- 
ut- cally for its own internal needs; such as some solvent developed for rapid 
of degreasing of a patented metal; and if this solvent had positively no commercial 
nd value to other manufacturers; it could not be claimed to be competing with 
‘on other manufacturers if that company were to manufacture its own solvent under 
‘he these conditions. If, by developing and producing its own product, for its own 
exclusive use it would thereby cause itself to refrain from buying other solvents 
of which would not meet its needs, you could hardly say that the firm’s actions 
-he would constitute “restraint of trade.” Neither could you say that the firm’s 
lly iB actions would constitute competition with other solvent manufacurers. If 
ns, ; you agree that the firm’s actions do not constitute competition, then you accept 
Peg the principle that the Government is not competing with private industry in 
ise development of its own products for its own exclusive use. 
ing Suppose, to continue further, this company because its own facilities weré 
el inadequate to produce solvent material adequate in quantity to meet its needs; 
were to farm out some of its manufacturing to another solvent maker; sharing na 
to with him the secrets of his process and permitting the use of his patent. If ¥ 
he then continued to manufacture his own solvent in addition to the solvent 2 
nse being produced by the outside company would he then be competing with this 
company with whom it shared its patent? Supposing the outside manufacturer 
hly started screaming “competition” because he didn’t get all the business, or because 
nu- the patent owner manufactured his own solvent, and the outside manufacturer 
re- didn’t get his share. Could you really call this competition? 
Ly It cannot be conceived upon what true grounds the claim of Government “com 
ich petition” with private enterprise can be laid. The facts of the case, as we see 
ive it, are that the Government is in effect “cutting its own hair,” and hence, accord- 
ten ing to the philosophy of individual rights and free enterprise, is not “competing 
ew with the barber.” 
ng”’ To get back to the main theme; I have said that one function of the Defense 
Department’s activities was to develop and control the engineering and proeduc- 
and tion specifications to which the Defense material is to be produced. I have 
re? pointed out that since the Government has spent billions of dollars to equip 
Ya itself to produce products for its own needs; the use of this equipment and these 
the facilities by the Government itself is certainly justifiable in the light of the 
ent. theory which I have previously advanced. Therefore, the only reason for the 
‘Om Government to farm out the manufacture of products for its own exclusive needs, 
this is that it does not have adequate facilities in spite of the total investment, to 
and produce all of the products needed for the logistic needs of the Defense Depart- 
ment. Hence, work which is let out to private industry should amount to work 
ade in excess of the facilities available for production by the Government in its own 
re- plants. But this does not in any way give private industry any vested rights to é 
ma- control the engineering and production specifications. It is the Government 
nt’s which must be satisfied with any design not the company under contract to 
ract the Government. It is the Government which must be satisfied as to the quality 
uch level of privately produced materials and not the private concern. Further, it 
pon does not give private industry any vested right to use these products for com- 
ges, mercial exploitation since there is no commercial market available for the use 
t is of those products. The Government has a responsibility to the capital investors 
the in its corporation, the American taxpayer, to see that the taxpayer is not ex- 
rial, ploited by charlatans. It is purely charlatanism to claim that the Government 
nent is in any form in competition with private industry because the Government 
‘ical manufactures products for its own exclusive use. The only possible way in 
which the Government might be said to compete with private industry, is in that 
stry it is competing with the right of private industry to make a profit at the ex- 
Jov- pense of the American taxpayer. But this is competition of a different color. 
-om- I previously pointed out that another function of the Defense Department's 
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activities was to establish a basis for comparison of the cost of manufacturing 
defense material. It was under Secretary of Navy Josephus Daniels, as I recall, 
that the existence of a vicious shipbuilding cartel, which was milking the tax- 
payers dry, was uncovered. Asa result of this disclosure, the shipbuilding activity 
of the Navy came into being. The purpose of the Navy shipbuilding was to de- 
termine how much it would actually cost the Government, with all of its massive 
complexities and complicated lines of communication, to build drydock facilities 
and to build a ship. It was discovered that the cost to the Government was 
substantially lower than the lowest bid ever submitted by members of the cartel. 
Hence, so the story goes, the Government found itself in the “yardstick” 
business. 

_In the past 3 years, it is a matter of public record that some of the most 
gigantic mergers of diverse corporations has occurred. The net result has been 
the development of business bigness which, according to some, is not quite the 
Same as monopoly, but which, according to others, is precisely monopoly. The 
difference between a monopoly and a cartel is very fine indeed. Some of the 
large manufacturing industries such as automotive, are fiercely competitive, 
but, nevertheless, constitute what some conservative theorists have dubbed 
“competitive monopoly.” A cartel is an agreement among manufacturers of 
similar products to set a minimum price on bids for their services or products to 
a procurer, this minimum price being well above the marginal profit line which 
pure competition would produce. The effect of this theory certainly is extant in 
modern American business relations with the Government, particularly where 
negotiated contracts are involved, and where millions of parts are to be pro- 
duced by the contractor. Small businesses canont possibly bid against large 
businesses in this regard. They, instead, become like jackals at the heels of the 
lions. The lions take the sure-money projects, and then farm out the expensive, 
involved, low-profit return aspects of manufacture to small companies. 

The competition is extremely keen at this point, and the prime contractors 
keep sharp watch over the Government’s money in open bidding for such work. 
By paring down costs here, it is possible to cushion cost in their own activities, 
even to the extent of procuring material on cost-plus contracts in quantities 
adequate to the needs of subsequent contracts, but charging this excess material 
to scrap, or experimental waste, and so forth. Even the most diligent surveil- 
lance by Government cost inspectors, in close teamwork with technical inspectors, 
cannot control the virtual free use of this device by corporate enterprise in the 
million-dollar-plus contract. 

Hence, the only reasonable basis for uncovering gross exploitation of the Gov- 
ernment under cover of technically correct cost claims is the Government’s instal- 
lation yardstick, wherein the productive facilities of the Government are put 
to work and close control of cost, uninfluenced by profit motive, may be estab- 
lished. The balanced competitive position between Department of Defense 
activities and private industry correctly may be used to describe the effect 
of the Government’s own cost control as a means of discerning the probable cost 
of private manufacture. The existence of such a yardstick tends to inhibit 
true gross manipulation of claimed cost on the part of private industry. . 

In the past few years, many of the Government Defense Department installa- 
tions have been seriously curtailed, and the employees thereof dispensed with. 
This was heralded by some as a great economy move. But the work which 
those installations were doing was committed work. The Government still had 
a need for the products; in other words the curtailing of the installations did 
not, at the same time, close out the need of the materia! for the defense of the 
Nation. In some instances, the installations were sold to private industry, 
usually at a fraction of the total investment made by the taxpayers in equipping 
and maintaining those facilities. Theoretically, according to some persons, priv- 
ate industry is more efficient that the Government. But, on the other hand, is 
this alleged efficiency reflected in the total cost of the Government? Private 
industry is in the business of making a profit. 

Further, it must pay taxes, and hence, must figure the tax rate into its cost 
estimates. Quite often, private concerns who are doing Government work ex- 
clusively, or who spend most of their effort in Government work, pay their 
employees far higher wages than that paid Government employees. This is 
because cost-plus contracts are based upon the actual operating costs of the 
company, and hence, the higher wage pads the cost element, which ‘in’ turn, 
raises the fixed-fee return. If the company pays higher wages than the Govern- 
ment, and must make a profit, then any theoretical efficiency advantage goes to 
the company, and not the Government. 
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I want to make it perfectly clear that our organization subscribes to the free- 
enterprise system, but we also realize that in the great majority of cases where 
the Government conducts industrial operations, it has been in the interest of 
the taxpayer and the security of our Nation. Most people would agree that the 
Government should not compete with private enterprise, yet history has indi- 
cated that there are areas where exceptions should he made to this policy. One 
of the most outstanding examples where we believe the Government should 
perform industrial-type functions is in the area of research development, manu- 
facturing and maintenance of munitions, armaments, warships and combat planes. 
In the past history of our Nation there has been times when the public mind has 
been strongly prejudiced against uncontrolled private manufacture of munitions 
and implements of war, and it was at one time the common belief that wars 
were promoted by the competitive zeal of private armament firms and that such 
global conflicts would be rendered less frequent with profitmaking impulse brought 
under control or eliminated altogether. In general, some of the objections that 
were raised to the untrammeled private manufacture and research development 
of armaments were grouped under the following headings: 


1. That armament firms had been active in fomenting war scares in per- 
suading their own countries to adopt warlike policies to increase their 
armaments. 

2. That armament firms were accused of having attempted to bribe Gov- 
ernment officials, both at home and abroad. 

3. That armament firms were accused of having disseminated false reports 
concerning the military and naval programs of their various countries, in 
order to stimulate armament expenditures. 

4. That armament firms sought to influence public opinion through the 
control of newspapers in their own and foreign countries. 

5. That armament firms had organized international armament rings 
through which the armament race was accentuated by playing off one 
country against the other. 

6. That armament firms had organized international armament trusts 
which had increased the price of armaments sold to governments. 


I have often wondered if at the very bottom of the vicious influences working 
against international peace; is the profit motive of private munition manu- 
facturers. As long as this motive exists, there will always be the danger of 
armament stimulation by private and irresponsible individuals and organiza- 
tions, with the far-reaching implications in direction of war. It would appear 
to me that the simplest solution to this difficulty as far as this country is con- 
cerned, is to have adequately Federal-owned and operated defense facilities. 
The profit motive would thus be eliminated entirely from the munitions business. 

I believe that there is a general public desirability of eliminating all forces 
making in the direction of war. By this token, and insofar as private manufac- 
ture of munitions has created such forces, there should of course be no question 
of the wisdom of discontinuing such production by private enterprise. It ap- 
pears therefore that the alternative as far as this country is concerned is to en- 
tirely manufacture in its own plants such defense equipment as it will need 
henceforth. The question which naturally arises in face of this proposal is 
whether or not the present Federal plants are adequate for the Army, Navy, 
Marine, and Air Force’s needs. An investigation in this area will reveal that 
the present facilities of our Defense Department are not being utilized to their 
fullest degree inasmuch as the current policy is either to farm out or contract 
as much of the work as can possibly be performed by private enterprise. 

This policy of farming out or contracting of defense work into private indus- 
try has an adverse economic effect on large segments of our populace, and if this 
trend is not halted by the Congress it will cause the unwarranted economic up- 
heaval of all the employees and members of their families who are working in 
Defense Department activities located throughout the country. 

Civie and business organizations should be deeply disturbed over the trend of 
removing the Government from defense business. I would like to remind you 
that the Government employees and their families provide local private enter- 
prise with considerable business because of the sale of commodities and services. 
I would also like to point out that the current policy has a very detrimental 
effect upon the utilization of skills and it will also, in many instances, dislocate 
and redistribute these skills in industries in other localities than they are pres- 
ently located. 
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Our membership heartily endorsed the language which the Congress adopted 
in the Defense Department Appropriation Act for fiscal 1956. This language 
was contained in section 638 of H. R. 6042 and reads as follows: 

“No part of the funds appropriated in this Act may be used for the disposal 
or transfer by contract or otherwise of work that has been for a period of three 
years or more performed by civilian personnel of the Department of Defense 
unless justified to the Appropriations Committee of the Senate and House of 
Representatives, at least ninety days in advance of such disposal or transfer, 
that its discontinuance is economically sound and the work is capable of per- 
formance by a contractor without danger to the national security: Provided, 
That no such disposal or transfer shall be made if disapproved by either com- 
mittee within the ninety-day period by written notice to the Secretary of 
Defense.” 

This language has had the effect during fiscal 1956 of deterring the dissipation 
of much of the taxpayer’s investment in defense facilities, and we earnestly 
recommend that similar language be incorporated in the bill presently under 
consideration of this committee. The continuance of this type of language will 
provide the Appropriations Committees with a means of determining in their 
own minds whether the Defense Department is adhering to the practices which 
are in the best interest of economy and national security. 

During the past few years there have been heavy layoffs in Department of 
Defense facilities, caused to a degree by the contracting of work which could be 
performed by civilian personnel on the rolls of the Government owned and oper- 
ated facilities. This contracting of work to private industry has in many in- 
stances, increased the overhead of Government owned and operated facilities. 
To give you an example of this practice, I submit to this committee 320 copies 
of Governmnt requisitions in connection with an inspection and overhaul con- 
tract involving armament, which was contracted to Crossin Industries, Inc., 
of New York City, by the New York Naval Shipyard. 

An examination of these requisition stubs will reveal that the subject firm 
was supplied from Government inventory, such standard items as nuts, bolts, 
screws, lock washers, light lamps, metal figure and letter stamps, cotton twine, 
grease, diesel oil, shipping tags, paint brushes, cotter pins, emery cloth, cleaning 
rags, paint remover, paint, cleaning solvent, and wrenches. 

This material was purchased, inventoried, stored, and issued by the New York 
Naval Shipyard; and all paperwork and handling in connection with these 
standard items was charged to the overhead of the shipyard. 

It is our information that the mailing address of the Crossin Industries, Inc.; 
is suite 2300, 37 Wall Street, New York 4, N. Y., and that the firm has been or- 
ganized by the Summit Iron Works Co. and Victory Electric Co. (once removed 
from KNOBS control due to a job performed approximately 2 years ago). Our 
information further reveals that the Crossin Industries, Inc., is headed by a 
former commander of ordnance at the New York Naval Shipyard by the name of 
Greer. Our local lodge at the New York Naval Shipyard informs us that Mr. 
Greer has attempted to “pirate” ordnance employees from the New York Naval 
Shipyard for the Crossin Industries. There is serious question in our minds 
whether this firm possesses the equipment and facilities and/or employees 
with which to complete this contract with the degree of quality and economy 
that it could be performed at the shipyard. 

Stub requisition No. 20-313322 which I have turned over to the committee will 
reveal that Crossin Industries was paid by the Navy; $4.74 per hour for straight 
time hourly services in connection with the contract, and $6.87 per hour for 
overtime, and $9 per hour for Sunday overtime; as against the $2.32 per hour 
for straight time hourly rates at the New York Naval Shipyard, and $3.48 per 
hour for overtime, and $4.64 per hour for Sunday overtime. 

The contracting of this job to Crossin Industries, in our opinion, caused ap- 
proximately 100 persons employed by the ordnance shop of the New York Naval 
Shipyard to receive reduction in force notices in November 1955. The ordnance 
shop in that shipyard was perfectly capable to handle this job, and had all 
material and skilled manpower available. 

In the interest of economy and protecting our national defense potential, we 
ernestly urge that this committee approve and support the following language in 
the fiscal 1957 Department of Defense appropriation bill. 

“No part of the funds appropriated in this Act may be used for the disposal or 
transfer by contract or otherwise of work that can be performed by civilian 
personnel and facilities of the Department of Defense unless justified to the 
Appropriations Committee of the Senate and House of Representatives while in 








165 


session, at least ninety days in advance of such disposal or transfer, that its 
discontinuance is economically sound and the work is capable of performance 
by a contractor without danger to the national security: Provided, That no such 
disposal or transfer shall be made if disapproved by either committee within the 
ninety-day period by written notice to the Secretary of Defense.” 

In behalf of myself and the members of the organization which I am privileged 
to represent, I express appreciation for the opportunity of apearing before this 
committee, and I shall be pleased to answer any questions that I am qualified 
to answer. 

Mr. Chairman, as you perhaps know, the Government has invested 
hundreds of millions of dollars in training specialized skills for De- 
fense Department activities. They have spent hundreds of millions 
of dollars in the building up of these defense activities, and it has 
been done for two purposes: to develop and control the engineering 
and production specifications to which the Department of Defense 
material is to be produced and to establish a basis of comparison for 
the cost of manufacturing defense material. 


INCREASED COSTS DUE TO DISCONTINUANCE OF GOVERN MENT ACTIVITIES 


I think that these are two important points. It appears that the 
policy of the Government now is to farm out as much work as is pos- 
sible to private industry. Some people have said that it is an economy 
move, but we do not agree with them because when this material is 
farmed out to private industry to be produced, the industry con- 
cerned has to figure into their cost both the cost of operation, and the 
paying of taxes. 

The paying of taxes is always figured into a defense contract, and we 
feel that this committee ought to give, as my predecessor said here 
on the stand, a searching review before they permit the untrammeled 
dispersal of Gover nment facilities and the untrammeled contracting 
out of Government facilities. I might add that much of this contract- 
ing out has caused the overhead of these Government facilities to be 
increased substantially and as one example, I would like to present 
to the committee 320 copies of Government requisitions in connection 
with an inspection and overhaul contract involving armament which 
was contracted to Crossin Industries, Inc., of New York City. This 
contract was given to this firm by the New York Naval Shipyard, 
and an examination of these requisitions stubs will reveal that the 
subject firm was supplied from Government inventory with such 
standard items as nuts, bolts, screws, lock washers, light lamps, metal 
figure and letter stamps, cotton twine, grease, diesel oil, shipping 
tags, paintbrushes, cotter pins, emery cloth, cleaning rags, paint re- 
mover, paint, cleaning solvent, and wrenches. 

This material was ‘purchased, inventoried, and stored and issued by 
the New York Naval Shipyard; and all paperwork and handling in 
connection with these standard items was charged to the overhead 
of the shipyard. I think that is something which ought to be looked 
into. This iscommon practice. 

Another common practice is the charging in negotiated contracts, 
particularly in the field where there is a multimillion dollar contract, 
excessive scrap and experimental waste, to the processing of items for 
subsequent contracts. That is something which is very hard to de- 
tect in a large contract. The Government inspectors find it very 
difficult to cope with that kind of a method of padding the costs. 
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We have submitted to the Chief of the Bureau of Ships a protest 
on the issuance of this contract to this particular company, and I 
might add that this is only one example of many. I submit to the 
committee a copy of our protest along with the answer given to us 
by the Bureau of Ships. We took the position that the issuance of 
this work to this firm was in violation of section 638, and the Chief 
of the Bureau of Ships disagreed with us. I leave the two communi- 
cations here with the committee for its own evaluation, along with the 
320 copies of the requisitions for material. 

I might say that we believe that in the interest of economy and the 
protecting of our national defense potential that we earnestly urge 
this committee to approve and support the following language in the 
fiscal 1957 Department of Defense appropriation bill, and I quote: 

No part of the funds appropriated in this act may be used for the disposal 
or transfer by contract or otherwise of work that can be performed by civilian 
personnel and facilities by the Department of Defense unless justified to the 
Appropriations Committees of the Senate and House of Representatives while 
in session, at least 90 days in advance of such disposal or transfer, that its dis- 
continuance is economically sound and the work is capable of performance by a 
contractor without danger to the national security ; 

Provided, That no such disposal or transfer shall be made if disapproved by 
the committee within the 90-day period by written notice to the Secretary of 
Defense. 

Mr. Chairman and members of the committee, on behalf of myself 
and the members of our organization which I am privileged to repre- 
sent, I express appreciation for the opportunity of appearing before 
you this morning. I shall be pleased to answer any questions which 
I am qualified to answer. 


COST OF OPERATION OF SECTION 638 


Mr. Manon. Are there any questions, gentlemen ? 

Mr. Srxes. Yes; I have a question. 

I note that the Department of Defense makes the point that it has 
cost them considerable money to operate under section 638 and that 
the language of the section has created a hardship upon the Depart- 
ment of Defense. That, however, is contrary to a statement by the 
Secretary of Defense. I recognize the fact that you two gentlemen are 
not experts on the operations of the Department of Defense, but I 
would like to know if you have any information on this particular 
subject. Do you know whether a hardship is being created for the 
Department of Defense or that the Department is required to undergo 
any unusual expense as a result of section 638 being in the present 
law? 

Mr. Ryan. Congressman Sikes, I feel this way about it: I realize 
that to carry out the intent of section 638 that there is some cost 
involved, but I question whether the cost involved outweighs the loss 
of money or the hidden loss of money in the Department of Defense 
on the deterioration of all of these Government facilities that are not 
operated at their highest capacity. I have traveled throughout the 
country and visited every one of the naval shipyards and a large num- 
ber of arsenals as well as a great number of naval air stations, and 
with respect to the arsenals and shipyards I find a tremendous amount 
of material standing idly by such as machinery and, of course, that 
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machinery deteriorates much faster through disuse than it would if it 
were being used. 

Certainly there is a huge sum of money invested with all that equip- 
ment and machinery just lying there, even though it is on a standby 
basis. There is a problem of deterioration involved and, again, I 
might add that this policy of contracting out as much work as pos- 
sible to private industry has brought this condition about. We find 
that our shipyards and our ordnance facilities are not being provided 
with the most up to date machinery because they do not have the work 
with which to use the machinery. The work is going to private 
industry. 

I am afraid if this policy continues we are going to have a situa- 
tion—and I certainly hope it never happens—where if we ever get 
into a national emergency again we are going to have these plants 
that are standing idly by with cobwebs all over everything, and when 
we have to use them, we will not have the latest type of machinery 
available since the machinery contained therein will be obsolete and 
deteriorated. 

I think it is very important that this committee call this situation 
to the attention of the bencctneut of Defense. 

I might add also that it has been brought to my attention in the 
field of research and development, since the enactment of section 638 
that there is a policy over in the Pentagon to the effect that any re- 
search or development contract that has been performed by private 
industry for 1 year cannot be withdrawn from private industry and 
put into a line arsenal or a shipyard. In my opinion that policy is 
Just a maneuver on their part to slap back at the provisions of section 
638. 

Mr. Srxes. It appears to me that most certainly the Department of 
Defense must use some intelligent policy in determining what func- 
tions or activities are to be contracted to private industry. Surely 
they do not simply designate project A at base X to be contracted to 
private industry. Undoubtedly the Department feels a responsibility 
to follow logical procedure in determining that activity A at base X 
‘an more economically be contracted to private industry and after the 
Department has gone through that procedure, section 638 simply 
requires one additional step and chat step is for the Congress to be 
consulted before the actual contracting operation is authorized. 

I cannot see that that involves either hardship or expense. 

Mr. Ryan. I would say, and it would be of my opinion, sir, that the 
expense involved would be very small compared to the value of 
bringing such matters before this committee. 

Mr. Sixes. May I ask if Mr. McCart has any comment on this par- 
ticular question, Mr. Chairman ¢ 

Mr. Manon. Surely. 

Mr. McCarr. Mr. Chairman, I concur completely in the comments 
of both you and Mr. Ryan on this point. When we are dealing with 
billions of dollars such as we are with the Department of Defense 
appropriation, it is a little difficult to put your finger on the exact items 
of cost. However, certainly, as has been proved by the action of this 
committee in the past, the need for the legislation, despite any slight 
additional cost that may be involved, far exceeds the additional funds 
that may be used to alert Congress to the actions because in at least 
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five instances the committee has taken action vetoing proposals of 
the Defense Establishment. 

Mr. Ryan. Mr. Chairman, if I may mention these requisition stubs 
again, one is No. 20-313322, and this stub will reveal that this particu- 
lar firm that I mentioned before was paid by the Navy $4.74 per hour 
for straight-time hourly services in connection with the contract, $6.87 
per hour for overtime and $9 per hour for Sunday overtime as, against 
£2.32 per hour for straight-time hourly rates at the New York Naval 
Shipyard, and $3.48 per hour for overtime and $4.64 per hour for Sun- 
day overtime. 

Mr. Suzrrarp. Could the gentleman tell us the nature of that 
contract ? 

Mr. Ryan. It was for the inspection and overhaul of armament 
material. 











CLOSING OF SMALL INSTALLATIONS 





Mr. Scrivner. I would like to make this observation, Mr. Chairman: 
While I have not had time to analyze the language that has been sug- 
gested, it looks to me as though it would increase some of the burdens 
under which this committee would operate. One of the things that is 
bothering us is the fact that some of the really insignificant items are 
brought before our committee for consideration and are items which 
the committee must be concerned with. 

I do not suppose, Mr. Ryan, you would object to the Department of 
Defense getting out of the nursery business, would you? 

Mr. Ryan. I might say, sir, that I am not familiar with that type of 
operation. 

Mr. Scrivner. Would you object to them getting out of the furni- 
ture-repair business ? 

Mr. Ryan. I realize that it is necessary at a large number of larger 
installations to have a shop which would repair furniture and also 
possibly have some nursery operation there in connection with keeping 
the grounds in a presentable condition. 

Mr. Scrivner. Here are 5 nurseries proposed to be discontinued— 
5 nurseries and 6 employees. What do you think about that ? 

Mr. Ryan. That is a very small operation. 

Mr. Scrivner. What about this shoe-repair-shop business? We 
have 4 shoe-repair shops involved employing 12 people. 

Mr. Ryan. Well, I might say this again: When you get into a par- 
ticular field with which I am not familiar such as the manufacture 
and repair of shoes and such, then I am not qualified to speak. 

Mr. Scrivner. What about an orthopedic brace supply shop involv- 
ing two employees? 

Mr. Ryan. I think as far as the shoe-repair shop is concerned, that, 
if you did not have the facilities locally established for the immediate 
repair of shoes you would be caused to inventory a larger number of 
new shoes to have on hand with which to replace those that are being 
repaired while they are being repaired under contract. 

Mr. Scrivner. Do you not suppose the Department of Defense has 
thought about that? 

Mr. Ryan. Sometimes I wonder if they think about those things; 
perhaps they are more interested in buying new shoes than repairing 
them. 
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Mr. Scrivner. What about bakeries? I am wondering if the AFL 
members of bakery unions would be in favor of disposing « of the baker- 
ies and letting the civilian employees do the baking for the military. 
What about that? 

Mr. Ryan. I do know of one particular activity that has a bakery 
in it, or at least it used to have, and I might say this, sir, that that 
bakery bakes breads and cakes for the military personnel aboard the 
station and I think it was a wise thing to do, because if they contract 
that work out there is a possibility of work stoppages in private indus- 
try, and you do not have work stoppages when the industry is oper- 
ated by the Government. 

If you had a work stoppage in private industry, these servicemen 
would be without bread on the table. 

Mr. Se RIVNER. What do you mean by work stoppage? 

Mr. Ryan. Well, you might have a strike. 

Mr. Scrivner. Well, you might. 

Mr. Ryan. It isa common thing to have astrike. The unions have 
to exert their economic weapon in order to get fair treatment. 


THEORY OF GOVERNMENT IN BUSINESS 


Mr. Manon. With all due respect, if you follow that argument to 
the ultimate, you would have the Government making automobiles. 

Mr. ScrRivNER. You would have nothing but Government operations. 

Mr. Manon, It would all be Government-operated ; ee it not? 

Mr. Ryan. Well, I would like to get into a discussion on this 
theory of the Government being in competition with industry. I 
think it needs a lot of examining. For instance, when the Govern- 
ment is building ships or overh: auling and repairing ships or arma- 
ments, it is doing something, and performing a service which it uses 
itself. The service or the products produced are not for general 
consumption. Therefore it is actually im the same position of a 
family cutting its own hair. You could not say that because a 
family cut its own hair that they were in competition with the barber. 

Mr. Scrivner. My barber at home would certainly resent it if I 
did. 

Mr, Manon, It seems to me after reading your statement you seem 
to go on the basis or proceed on the basis that as long as the Govern- 
ment engages in business only for the production of the things the 
Government uses, it is all right. 

Mr. Ryan. That is right, sir. 

Mr. Manon. If the Government could economically make automo- 
biles and trucks for Government use, do you think it would be all 
right ¢ 

Mr. Ryan. I think if there were a need for the Government to get 
into it, certainly it would be all right, in my opinion. Of course, you 
would have to evaluate the need for it. 

Mr. Manon. But do you not think it would be an improper competi- 
tive action wtih private business for the Government to get into it! 

Mr. Ryan. If private business could not provide the automobiles 
or trucks or mobile equipment for the Department of Defense in the 
quality and quantity that they need such production, in my estimation 
it would be proper, then, for the Government to get into that business. 

Mr. Manon. That was not quite the point. You said you felt 
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perhaps the Government ought to be in the bakery business, because 
there might be work stoppages by strikes. You might have stoppages 
by strikes for everything the Government uses, so you would put the 
Government in all business if you carried that’ to its theoretical 
conclusion. 

Mr. Ryan. If there were need for it; yes. As I pointed out be- 
fore, if private manufacturers of motor vehicles were not able to 
supply the Government in the quantity and the quality and when 
needed, certainly the Government in its responsibility to the country 
would be compelled to get into the business. That is what has hap- 
pened in the instance of United States naval shipyards. It was dur- 
ing the period of Secretary of the Navy Josephus Daniels that there 
were certain irregularities pointed up with respect to the cost of 
building ships for the Government. 

Mr. Manon. Any further questions? If not, we thank you very 
much. 

Mr. Ryan. Thank you, sir. 
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Mr. Manion. We are pleased to have you, Mr. Walters. Do you 
have a statement to present to the committee? 

Mr. Watters. Yes. 

Mr. Manon. We have already heard from the International Asso- 
ciation of Machinists and the American Federation of Government 
Employees in regard to this problem. Do you want to talk about 
section 638 ? 

Mr. Watters. That is right. 

With your permission, I would like to file this statement for the 
record. 

Mr. Manon. All right. 


STATEMENT oF THoMAs G. WALTERS 


The Government Employees’ Council of the AFL-CIO is made up of 23 na- 
tional and international unions whose membership, in whole or in part, are civil- 
service employees. The total Federal and postal employee membership of the 
Government Employees’ Council is more than 500,000. 

Mr. Chairman and members of the committee we believe that the language 
contained in section 638 of the present Defense Appropriation Act is in keeping 
with the best procedure to protect our country under all conditions. 

We have been disturbed in recent years over the trend to remove from Gov- 
ernment the performance of any type of functions which can be performed by 
private enterprise, irrespective of the cost to the taxpayers, and also the Gov- 
ernment’s know-how to private industry. 

William H. Ryan, president of district No. 44 of the International Association 
of Machinists AFL-CIO and an officer of the Government Employees’ Council, 
has presented to this committee a most comprehensive statement on this subject. 
I have read with great interest his statement and personally I endorse the con- 
tents of this statement and in order to conserve time I would appreciate the 
committee accepting this statement as my endorsement of the contents of Brother 
Ryan’s prepared statement. 
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In addition I would like to submit some brief observations on this subject. 
Approximately 50 years ago President Theodore Roosevelt expressed to Con- 
gress in his first message the need for great storage works to equalize the flow 
of strains, which President Roosevelt stated were too big to be undertaken by 
private industry. 

TVA, the Boulder Canyon Dam in Nevada, Bonneville in Oregon, Grand Coulee 
in Washington and other large storage dams were built by the Government be- 
cause private industry had not, up to that time, undertaken such projects. 

These and many other items must of necessity be undertaken and developed 
by the Federal Government. 

Recently a hearing before the House Government Operations Committee on: 
the question of discontinuing certain installations, now operated by the Govern- 
ment, pertaining particularly to bakeries and dry cleaning establishments @# 
Mr. Donald J. Hardenbrook, appearing for the National Association of Manu- 
facturers, in his question and answer discussion with Chairman Dawson stated : 
The following excerpts are from this hearing: 

“Mr. DAwson. Mr. Hardenbrook, what happened on the part of private indus- 
try that caused the Government to engage in these commercial-type activities 
and in your judgment when did it start to grow? 

“Mr. Harpensrook. Mr. Chairman, I believe that the origin of this problem 
commenced back in World War 1, where, as a result of a Government war emer- 
gency these various installations were created because of the dire situation 
that existed at that time. 

“A large number of the Government business enterprises originated during 
the great depressions in the early thirties, and they were further increased 
during the World War ITI. 

“Mr. Dawson. If they originated in the great depression didn’t they originate 
because of a need to keep the Government going and private industry could 
not supply the Government with these functions? 

“Mr. HarpENBROOK. Mr. Chairman, I feel that the decision on the part of the 
Government to install these faciliites was prompted by the emergency of the 
moment. 

“Mr. Dawson. That is right. 

“Mr. HaArRpDENBROOK. And that it was a result of the country’s state of un- 
preparedness for each situation as it came up. It was necessary, due to the 
exigency of the situation to create these installations, but now that these emer- 
gencies are in some degree past us we believe in industry that the time is now 
yipe to survey each individual installation to see whether in the interests of 
the Government, and the national safety, and the taxpaying people, that these 
installations would be satisfactorily terminated. 

“Mr. Dawson. Then I judge from your statement that prior to the great depres- 
sion there was no need for the Government to engage in business and competition 
with private business. Private industry broke down in the great depression, 
and this Government in order to live had to in its effort to bring this country 
back into the picture, from a stable, economic situation, had to engage in these 
activities as a part of its program; is that correct. 

“Mr, HArpENBROOK. Mr. Chairman, the cause and effect of the great depres- 
sion is a vast subject which has been discussed at great length by the leading 
economic and businessmen and philosophical brains of this country. I do not 
believe that I could, with the time limited or alloted to me today, get into a 
discussion that would bring out any clear points in that connection, but I do 
say this, that in these emergency situations the Government is bound to step in 
and create these facilities; but then after the emergencies have passed by I 
think that the whole situation should be reviewed as a matter of basic principle 
to determine whether they are needed any longer, and whether the tax base 
could be favorably affected by eliminating them. 

“Mr. Dawson. What I am trying to show you is that the Government didn’t 
go out as an octopus and seek to build up a competition with private industry, 
but that Government for its own preservation, and because of the need of the 
moment, growing either out of the great depression or out of the situation 
engendered by a world war, in order to live had to go into these activities ; private 
industry was not in shape to cope with the situation; is that right? 

“Mr. HarpENBROOK. Your contention in my opinion, Mr. Chairman, is correct 
in part. However, as we look back and review we believe that the Government 
got into certain activities that weren’t necessary. However, that is all behind 
us. They went into those activities we will say with the best intentions. 

“Mr. Dawson. We went into it for survival. 
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“Mr. HARDENBROOK. Yes, best intentions, and the best intentions included the 
preservation of this country. It should not die. 

“Now, that these exigencies and emergencies are passed by—maybe some of 
them haven’t, maybe some of them haye—industry and my association recom- 
mends that these individual establishments be scrutinized to see whether it is 
necessary to continue them. 

“Mr. DAwson. I want to call your attention that they engaged in them at the 
expense of the taxpayers of this country; that every dollar that went into build- 
ing of these industries taking charge of the situation in order to preserve the 
Nation with the money of the taxpayers that we seem now so very concerned 
about, is that right? 

“Mr. HarpensRooK. That is right, the taxpayers’ money supports these Gov- 
ernment enterprises. 

“Mr. Dawson. In other words, Government is the people’s business; isn’t 
that right, and the Government of the United States is the greatest business in 
the United States to the people of the United States. Isn’t that so? 

“Mr. HarpeNrrook. Mr. Chairman, I would not call the Government of the 
United States a business. I would eall it a political function, and I say the word 
‘political’ in its highest scientific sense, and I think that it is the business of 
the people of this country to concern themselves with the operations of their 
Government because they elect under our republican form of government, gentle- 
men, ladies, to represent them in the Congress, and to draw legislation that must 
be implemented by the executive branch. 

“Mr. DAwson. The political end—not meaning parties or partisan—but the 
political end that took charge of the situation of the country then has done a 
great job by this country in that it has raised it to the leadership in all the free 
world. Isn’t that right—-the political end you referred to? 

“Mr. HARDENBROOK. Well, sir, that is another big subject. 

“Mr. Dawson. That is right; it is a big sub‘ect. 

“Mr. HARDENBROOK. Which I did not come here to testify on. 

“ Mr. Dawson. You are testifying on all that has gone to build this country up 
to win wars and meet competition and yet you suddenly want to give it all to all 
that has failed in the crisis. 

“Mr. Jonas. Put me down as objecting to that. 

“Mr. Brown. Put me down also as objecting to that. 

“Mr. HARDENBROOK. Mr. Chairman, I haven’t said one word here today that 
should be construed as recommending that this Government be weakened by 
taking away these various installations that are competing with private enter- 
prise. Most emphatically I say that these individual establishments should be 
examined now to determine whether they are instruments of emergency, or 
whether they are instruments of waste. 

“Mr. Dawson. From a political standpoint, in the big sense. 

“Mr. HARDENBROOK. No; I say this from an economic standpoint. 

“Mr. Dawson. Economically under this system that has been built up we lead 
the world economically, in every phase of human endeavor. The thing that you 
now want to destroy has brought this country and its people to the highest 
economic standards ever enjoyed by human beings in the history of the world.” 

Mr. Chairman and members of the committee we would like to reemphasize 
1 or 2 points made by Chairman Dawson and Mr. Hardenbrook that during World 
War I and the depression years of the early 1930’s, World War IT and other times 
of emergencies the Government is forced to move in and manufacture and make 
other necessary adjustments in order to protect the welfare of our Nation. 

I trust that Congress will never pass legislation nullifying the intent of section 
638 of the present Defense Appropriation Act, and we strongly recommend that 
similar language be contained in the pending Defense Appropriation Act. 

We of the Government Employees’ Council want to make it perfectly clear that 
we subscribe to the free enterprise system and support it 100 percent, but we also 
realize that in the great majority of cases where the Government conducts 
industrial operations it has been in the interest of the taxpayer and the security 
of our Nation, and to aid and assist the masses of our people. 

We can see nothing wrong in the House and Senate Appropriations Committees 
having a look, and to make recommendations to the Defense Department and 
other Government agencies on the curtailment, the elimination of the establishing 
of functions of operations performed by the Federal Government. The Members 
of the House and Senate Appropriations Committees are elected by the voters of 
their respective districts and States and are, therefore, answerable to the people. 





— oa we ve 


Pea QDIS eh 


\- 
o 



































































173 


As long as we operate with this type of a check the majority of our people will 
be happy over’the program. Members of the Congress are representatives of the 
people and, therefore, are inclined to do those things from a broad overall picture 
that the people desire be done. Therefore, as time moves on and the people, 
through their elective members of the House and Senate Appropriations Com- 
mittees, desire that the Government increase or decrease its functions that will 
be done. 


We strongly favor the continuation of the intent of section 638 in the present 
defense appropriation bill and we strongly recommend, and in the interest of 
economy and protection to our people we earnestly urge that this committee 
approve and support the following language in the 1957 Department of Defense 
appropriation bill: 

“No part of the funds appropriated in this Act may be used for the disposal 
or transfer by contract or otherwise of work that has been for a period of three 
years or more performed by civilian personnel of the Department of Defense 
unless justified to the Appropriations Committees of the Senate and House of 
Representatives, at least ninety days in advance of such disposal or transfer, 
that its discontinuance is economically sound and the work is capable of perform- 
ance by a contractor without danger to the national security : Provided, That no 
such disposal or transfer shall be made if disapproved by either committee 
within the ninety-day period by written notice to the Secretary of Defense.’ 

We appreciate the opportunity of appearing before this committee and ex- 
pressing these views. 

Mr. Watter. To supplement that very briefly, I will state we of the 
Government Employees’ Council last year supported section 638 in 
the Defense Department’s appropriation bill, and we strongly rec- 
ommend that be continued in the pending legislation. We would, 
of course, like to see this legislation in a more permanent form, but if 
it is the wish of this committee to continue it from year to year in 
the Appropriations Committee, of course, we are happy to go along 
with that procedure. 

Mr. Manon. Did you prior to last year advocate this legislation ? 

Mr. Watrers. Something similar, yes. Of course, we did not sup- 
port the exact wording. The committee, or someone, originated the 
language that prevailed in the committee last year, but we have 
always opposed legislation forcing the Government to get out of busi- 
ness regardless of what the circumstances might be. But this exact 
language was prepared by members of this committee. We supported 
it after it was presented to us. The language was not original, as I 
recall, last year. Mr. Sikes and others who were closely identified 
with this I presume came up with this language somewhat as a com- 

romise. That is my understanding of last year’s meeting. 

We do believe the Government should have some latitude, with 
the advice and counsel of the House and Senate Appropriations Com- 
mittees, for after all, you gentlemen and the Members of the Senate, 
are elected by the people and if the people become aware that we should 
relent or increase our activities in the Federal Government, you 
gentlemen are in a position to know their pulse and to be guided 
accordingly. 

We feel very keenly during emergencies such as the depression in 
the early 1930’s, and World Wars I and II, if the Government had 
not stepped in and done many of these things perhaps they would 
not have been done. I believe that it was President Theodore Roose- 
velt who some 50 years ago stated to the Members of the Congress 
that there were ane things, like the development of the water re- 
squrces, that were so big in scope that the Federal Government had to 
do those things; that private industry would not take the chance to 
go in and develop those things. 
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So, briefly, that is our position. We trust something similar in 
language in section 638 will be continued in the present pending 
legislation. 

r. Manon. Are there any questions? If not, we thank you very 
much for your helpful remarks... 

Mr. Watters. Thank you, sir. 

Mr. Manon. The committee will stand adjourned. 


Secrion 638 


Mr. Manon. Without objection, the following statements with re- 
spect to section 638 will be inserted in the record at this point. 
(The statements are as follows :) 


STATEMENT OF WILLIAM F. BLocHER, CHAIRMAN, WASHINGTON AFFAIRS CoM- 
MITTEE, THE INTERNATIONAL ASSOCIATION OF BLUE PRINT AND ALLIED INDUSTRIES, 
RE SECTION 638, 1955-56 DEFENSE DEPARTMENT APPROPRIATION BILL 


My name is William F. Blocher and I am chairman of the Washington affairs 
committee of the International Association of Blue Print and Allied Industries. 
Our members include a vast majority of all the blueprint and photocopy plants 
in the country as well as most of the major manufacturers and suppliers of 
materials for the industry. 

Our industry is vitally concerned with the problem of Government competition 
with private industry, not only as it directly affects our industry but also as a 
matter of principle. We agree with the Hoover Commission and the many con- 
gressional committees that have studied this prob!em throughout the years that 
where goods and services are available from private industry sources, and the 
national security is not adversely affected, the Government should not compete 
with its citizens in the furnishing of goods or services necessary to the operation 
of the Government. 

One of the largest offending agencies of the Federal Government in this respect 
is the Department of Defense. In all fairness I feel I should add, at this point, 
that we feel the Department of Defense is trying as hard if not harder than any 
other department or agency to correct this situation. We heartily approve of 
their efforts in this direction and commend them for progress already made. 

On the other hand we agree with the President, the chairman of the House 
Armed Services Committee, the chairman of your committee, and many other 
leaders of both Houses who have expressed themselves as being against the type 
of legislative interference in the matters of Executive concern evidenced by the 
inclusion of section 638 in last year’s Defense Department Appropriation bill. 

We believe that section 638 serves no good useful purpose and that it can, and 
possibly already has been used to the selfish interest of some parties. In his 
testimony, the Secretary of Defense told your committee that 52 out of the 
56 liquidations of competitive commercial-type activities he had recommended 
had been approved. We wonder why, after careful study on the part of the 
Department operating the facility, a conclusion was reached to the effect that 
it would be in the public interest to shut it down, and then without any investi- 
gation on the part of the committee it decided to veto the closing of a certain 4 
out of the 56 activities. 

Can it be that there is a political motive behind the objection of some member 
to the closing of a facility in his or her district? If so is it good management or 
good government to sacrifice the best interests of the many to the selfish, possibly 
political, interests of one or a few? We think not. 

We can see no other possible motive for the inclusion of section 638 in the bill. 
We have known for years that the Government is engaging in activities in com- 
petition with our members all over the Nation. We know that we can furnish 
these materials and services to the Government more economically and as safely, 
from a security standpoint, as the Government itself can supply them. 

The Department of Defense has recently come to the same conclusion with re- 
spect to three of the many operations it operates in competition with us. It 
has certified to your committee its intention to shut these activities down. ‘These 
activities were not begun with legislative approval and we do not feel that it 
should be necessary to have legislative approval before they can be closed down. 
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We respectfully urge that the old section 638 provision for legislative veto of 
action by the Department of Defense to get out of competition with us be elim- 
inated from the 1957 appropriation bill for the Department. We similarly urge 
that your committee refuse to.consider similar provisions as a part of any other 
department or agency appropriation measure. 





STATEMENT OF CONGRESSMAN THOMAS J. LANE (DEMOCRAT, MASSACHUSETTS) 
Favorine RETENTION OF SECTION 638, DEPARTMENT OF DEFENSE APPROPRIATIONS, 
1957 


Mr. Chairman, if the Government were as careful in screening every small 
item of procurement contracts awarded to private industry, as it is in determining 
the threat to private industry and the waste of taxpayers money involved in the 
employment of a civilian cobbler at X airbase—what a wonderful world this 
would be. 

The stated issue is that of alleged Government competition with private busi- 
ness. The general policy of this administration is that the Federal Government 
will not start or carry on any commercial activity to provide a service or prod- 
uct for its own use if such product or service can be procured from private en- 
terprise through ordinary business channels. 

To date a total of 56 facilities have been recommended for discontinuance 
by the Department of Defense. These would result in the displacement of 540 
civilian workers. 

The controversial projects number 7, covering 264 civilian personnel. 

On the face of it, there seems to be much ado about little. 

It is the hidden trend that disturbs me. A little here and a little there, grad- 
ually adds up to the practice of private industry taking over Government itself. 

If that philosophy were carried all the way, we might just as well turn the 
Armed Forces over to private management, although how they could make a 
profit out of public service, is hard to conceive—at the moment. 

I do not go along with the “deification” of private enterprise to the point 
where all public problems, including those involving national defense, are sub- 
ordinated to it. 

I reiterate that, although the facilities they want to discontinue are small in 
number, and may appear to be unimportant, the precedent that may be estab- 
lished on this minor scale by its proponents will lead to further encroachments 
on the role of our defense services that would make them dependent upon mer- 
cenary interest. 

We in Massachusetts are not only worried by the fact that they are trying 
to ease out the work done at the ropewalk and in the chain shop at the Boston 
Naval Shipyard to private interests, but by the fact that this subtle “‘slide-away” 
policy, unless arrested at the very start, will lead to the closing down of the 
Watertown Arsenal and the Murphy Army Hospital. 

Even career officers in the Armed Forces appear to be knuckling under to 
pressure exerted by their civilian superiors in the Department of Defense rubber- 
stamp policies against their professional judgment. 

At the hearings conducted by the subcommittee early this year, the Secre- 
tary of the Cordage Institute, in answer to a question regarding the 125-year- 
old ropewalk at the Boston Naval Shipyard testified: “Yes. It has a fine 
record in terms of improved productivity an in terms of economy. It has a 
fine staff of skilled workers. It has been regarded all these years as an integral 
part of the Navy.” 

The question of “integration” is also important. 

Experience has proved the wisdom of maintaining key bases and installa- 
tions—and as self-sufficient as they can be—even during peacetime. 

To be implemented by private industry only during emergencies. 

The military have special responsibilities. For this they must maintain bases 
on which the smallest function or convenience has a present use and is in 
readiness for expansion to meet emergency needs. 

We cannot afford to break up this integration. 

If this attempt to transfer certain work over to private enterprise gains head- 
way, the logical result would be for the military to discontinue the practice 
of supplying uniforms for Armed Forces personnel. Instead they would be given 
an allowance to purchase uniforms from merchants on the outside. 

Under section 638 of Public Law 157 which must be retained so that Congress 
will have knowledge in advance of any plans by the Defense Department to 
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discontinue facilities or to transfer them to private enterprise, there is some 
dissatisfaction concerning the cooperation we are supposed to get from the 
Defense Department. Evasive tactics show through. 

The Defense Department must justify such disposals or transfers of work 
that for a period of 3 years or more has been performed by civilian personnel 
of the Department. This must be done 90 days in advance of such proposals. 
Disapproval by either committee of the Senate or the House shall prevent such 
disposal or transfer. 

The ropewalk and the chain shop at the Boston Naval Shipyard are repre- 
sentative of similar facilities throughout our Defense Establishment that are 
scheduled for a gradual sell-out to private industry. 

This trend is dangerous to our national security, and is unfair to the loyal 
workers whose skills will be missing in the event of an emergency. 

I join with other Members of Congress in opposing any proposed transfer or 
disposal of time-tested defense functions. 

The profit motive must not be permitted to take over the operations of the 
largest department of the Federal Government whose responsibility is to 
protect our Nation and its people from potential enemies. 

The opening wedge must be closed at once. 


Murpeuy Army GENERAL HospPirAL 


Mr. Manon. Without objection the statement of the gentleman from 
Massachusetts, Mr. Donohue, concerning the Murphy Army General 
Hospital, will be inserted at this point. 

(The statement follows:) 


STATEMENT OF Hon. Harotp D. DoNOHUE, OF MASSACHUSETTS, CONCERNING 
MurpHy ArRMy GENERAL HOSPITAL 


Mr. Chairman and members of the committee, may I express my appreciation 
of your courtesy in affording this opportunity to present a statement before you 
this morning. I am most conscious of your extremely heavy committee schedule 
and very well aware of the multitudinous personal office duties burdening you 
individually. 

My particular interest in appearing before you this morning is in concern ot 
the Murphy Army General Hospital, located within my congressional district, 
and your approval of funds to continue its operation and services through the 
fiseal year 1957. This hospital is the only Army general hospital within the 
New England region and has been serving the population of that whole area; 
the next such general hospital to the New England area would be the one located 
at Valley Forge, Pa. 

The permanent-type building construction and the most modern medical serv- 
ices available at Murphy Hospital make it the equal of any other such hospital 
in the United States. As evidence of the appreciation of its superior services 
and popular recognition of them, may I at this time introduce a statistical 
breakdown of the services rendered at the hospital during the period from Janu- 
ary 1, 1953, through April 9, 1954—these being at the time when the Department 
of Defense was previously advocating the closing of the hospital as an unneces- 
sary military medical unit: 


PERIOD FROM JANUARY 1, 1953, THROUGH APRIL 9, 1954 


Admissions: 
Admitted 5,313 patients, 2,258 military and 3,055 civilians. 
Delivered 913 babies. 
Admitted direct from overseas, 537, 
Dispositions : 
Discharged 5,412 patients from the hospital, 2,347 military and 3,065 civil- 
ians. 
Returned to duty 69 percent of all military patients. 
Occupancy : 
Average daily patient census, 437. 
Average number of beds occupied, 320. 
Oceupied by military patients, 264. 
Occupied by civilian patients, 56. 
Average number of bassinets occupied, 17. 














Outpatient service, 59,705 visits. 

Dental service, 16,999 sittings. 

X-ray service, 14,442 patients examined. 
Laboratory service, 143,908 procedures performed. 
Occupational therapy section, 12,891 patient visits. 
Physical therapy section, 15,436 patient visits. 
Physical reconditioning section, 15,758 patient visits. 
Pharmacy section, 40,358 prescriptions filled. 
Psychological tests administered to 581 patients. 

. Anesthetics administered, 1,453. 

11. Operations performed, 2,061. 


A yp OS 


me 
~~ 
>> 


As some of you members here will recall, the Defense Department last year did 
not request funds to continue the operation of Murphy Hospital, but this com- 
mittee wisely decided that their reluctance was impractical and approved funds 
in the Defense Department Appropriation Act of 1956 with express direction 
to the Army to keep the Murphy Hospital in continuing operation for the fiscal 
year. Currently, the Defense Department is again persisting in their long 
attempt to close the hospital and have announced their intention of discontinu- 
ing this medical facility for all of New England unless your committee again 
approves funds for and directs the continuing operation of the hospital. 

However, in this most recent pursuit of their determined objective, they have 
attempted to inject a bit of a more practical appeal than heretofore by stating 
that they need the hospital space to accommodate the housing of the offices of the 
New England Division of the Army Corps of Engineers, certain Air Force person- 
nel, and the conduct of an electronics research project. Now this they try to tell 
us with the apparent thought that no one in Massachusetts or New England is 
aware of a military facility called the Boston Army Base, which embraces a total 
area of approximately 1,440,000 square feet of space. Some of this space is un- 
questionably being used, but I myself have been unable to obtain official advice on 
exactly how much of that space is actually being used. Their nearest approach 
to any true revelation is the vague information that most of it is being used or 
has been committed; I call your attention to that word committed, since no one 
in the Defense Department has yet told us how much space has been committed 
and to what or for what it has been committed. 

On the other hand and in contradiction thereto, advice reaching me from 
sources associated with the Boston Army Base indicates that there is over 400,000 
square feet of space at the Boston Army Base that could be used by the Army 
Corps of Engineers at a cost of approximately 35 cents per square foot for main- 
tenance, whereas the Murphy Army Hospital maintenance cost of occupancy by 
the Corps of Engineers would approximate and might exceed as much as $1 per 
square foot. It would seem, then, that the Defense Department wishes to avoid 
any clear revelation of the factual space conditions at the Boston Army Base in 
order to use the excuse of space necessity for other military units in their clouded 
appeal for your influence. 

Another factor undoubtedly bearing on this particular phase of the matter is 
the Defense Department officials’ unhappy consciousness that the Members here 
will recall their economic fiasco of closing the hospital just 2 months prior to the 
Korean war, when they were forced to reopen it at an unnecessary cost to the 
American taxpayer of more than a quarter of a million dollars. Recalling their 
unfortunate and impractical action at that time, I think it is quite pertinent, 
on behalf of the many thousands of service personnel and their dependents in the 
New England area, to question whether their judgment can be any better now 
than it was then. 

Daily we read about the mounting tensions and the increasing threatening war 
dangers in the Middle East, around Formosa, and the many other trouble spots 
in our confused world of today. You and I know that the President, the joint 
Chiefs of Staff and all the Members of Congress are vitally concerned about the 
frightening possibility of open warfare breaking out at any one of the several 
tinderboxes now smoldering in response to the slow-match-burning technique of 
Communist intrigue and propaganda incitement. 

I submit to you that no member of the Defense Department can or will step 
forward to assure us, under these conditions, that the prospect of war is declining 
and the goal of peace in the world is just over the horizon. Nevertheless, it seems 
that these same officials still persist in wanting to make the same mistake that 
they did just before the Korean outbreak when there was much less evidence 
generally of war possibility than there is teday. I earnestly believe that it is 
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the high responsibility of this committee to insure that such an impractical gam- 
ble does not occur again at a time when no one can foresee the dangers of tomor- 
row, not even the Defense Department itself. 

Let me- please at this'time further emphasize to you that while the Defense 
Department is attempting to tell us they do not need Murphy Hospital, they 
yet cannot or will not give us any estimate of the impact upon military hospital 
units of our area that unquestionably will arise from enactment into law of 
H. R. 9429, which was recently passed by the House and now is under considera- 
tion by the Senate. This bill, as you well know, the so-called Military De- 
pendents Medical Assistance Act, is designed to provide medical care for all 
the dependents of members of the uniformed services, and I think you will agree 
that we can state with reasonable certainty that the measure will be enacted 
into law before this session of Congress ends. 

On this score, may I in passing direct your attention to the letter of April 10; 
1956, forwarded to the vice president and the Speaker of the House, in which the 
Commander in Chief endorses and recommends early passage by the Senate of 
H. R. 9429. May I further quote the sentiments expressed on this subject by 
the Defense Secretary himself. He says: 

“Medical care for dependents is one of the strongest inducements for service- 
men to gontinue in a military career. Yet, today approximately 40 percent 
of our military dependents cannot be given medical care through service facili- 
ties. This is one of the major obstacles in our efforts to enhance the attractive- 
ness of military service because it affects the wives and children of servicemen 
directly.” 

Mr. Chairman and committee members, I certainly don’t have to emphasize 
to you that despite possession of the most advanced weapons, the only true 
measure of the fighting efficiency and determination of any military unit is 
the height of their morale. In my judgment, the duty of the Congress is to exer- 
cise every possible effort to insure the maintenance -and continuation of the 
highest morale among our uniformed services personnel, and it is impossible for 
me to understand how we can meet that duty if we cooperate in a military 
gamble of impractical limitation of the hospital treatment and medical attention 
to which the members of the Armed Forces and their wives and children from 
the New England area are rightfully and legally entitled. 

In a weak attempt of acknowledgement, acceptance, and planned correction 
of the startling authoritative evidence that 40 percent of our military dependents 
cannot now be accorded adequate military medical treatment, and it seems in 
avoidance of dutiful comment upon the further impact on the presently limited 
military medical services that will be made by passage of H. R. 9429, some of the 
Defense Department representatives have tried to tell us that a good part of 
the patient load can be taken care of at private hospitals on a fee basis. I 
think that you and I will dismiss this inadequate response rather summarily be- 
cause we all know, and particularly those members who have served on the 
Veterans’ Affairs Committee emphatically know, that the Veterans’ Adminis- 
tration tried this same scheme, and the projected cost was astronomical and 
economically disastrous. 

While we are speaking of the difference between wise and false economy, let 
us consider the military’s exaggerated claim of tremendous savings that might 
accompany their planned closing of Murphy General Hospital. Realizing that 
the permanent-type buildings are already standing there, wards, laboratories, 
and operating rooms are already established there, and the medical instruments, 
or whatever you want to call them, such as X-ray machines, whirlpool baths, ete., 
are now there, then let us forcefully appreciate that the largest single operating 
cost item by far is military pay. It is obvious, of course, that military salaries 
must be paid wherever the personnel are, so there can be no savings on that 
item. If the hospital were to be closed or used for other purposes, there can 
be no question of accelerated depreciation of the hospital value of grounds and 
buildings which would be an actual financial loss. People of hospital experience 
tell me that the moving of permanently installed medical machinery is tremen- 
dously costly and extremely precarious because it is very seldom that such move- 
ment does not disastrously affect the sensitivity of these delicately recording 
instrument of modern medical science. It is, then, reasonable to say that such 
attempted movement would be inevitably accompanied by great cost and sub- 
stantial losses which certainly cannot be interpreted as an economy action or a 
financial saving. 

Please keep in mind that this proclaimed military savings attempt is in a 
field of uniformed services morale affecting the lives and safety of their wives 
and children. I think it is quite fair to ask if the Defense Department has 
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been demonstrating as much anxiety to effect savings in other less vital fields of 
their responsibility. 

Now, this committee itself has been concerned with the wasteful and extrava- 
gant operations of the Defense Department, but perhaps more recently the 
House Military Appropriations Subcommittee on Defense has been looking into 
this subject. As recently as last March 23 in a 96-page report issued by that 
subcommittee, the Military Establishment was charged with “glaring errors’ in 
procurement and “chaotic conditions” in inventory that were costing the tax- 
payers untold millions of dollars. Among the documented accusations were 
excessive profits in many defense orders, tons of military equipment lost in the 
mud, planes out of commission for lack of 25-cent parts, instances where certain 
items were declared to be surplus on the one hand while the military was out 
buying the same items on the other, and so on. The Defense Secretary when 
asked about these deplorable happenings in appearance before the subeommittee 
on February 21, last, stated that he was “sad and mad” about the whole problem. 
“1 do not excuse these kinds of things if they are true,” he said. “There is some 
explanation of it, probably, because people do not purposely do such sloppy 
things.” 

Now I am inclined to agree with our Defense Secretary that military people 
do not purposely do such sloppy things. I do not, for instanee, for 1 minute 
think that certain Defense Department officials are purposefully trying to weaken 
the morale of a great number of our armed services personnel by attempting to 
greatly restrict the military hospitalization and medical treatment available to 
themselves and their dependents, but what I certainly do question is their balance 
of judgment. The continuing operation of Murphy Army Hospital for the next 
fiscal year would more actually and more truly cost in the neighborhood of less 
than a million dollars. It would then appear from the facts of the record that 
overlooking the certain savings to the taxpayers to be gained by serupulous 
correction of admittedly existing waste and extravagance of untold millions, 
they are more intent upon gambling with military morale and military career 
incentives for the sake of an attempted savings of something less than a million 
dollars, and this at a time when the war clouds are increasingly darkening the 
horizon. 

Now, I personally do not want this committee to recommend the expendi- 
ture of one unnecessary or unprofitable cent of the American taxpayers’ money, 
but I most seriously question the practical wisdom and the economic trueness 
of any comparatively small savings gamble that takes a chance on destroying 
the high morale essential to the effectiveness of our fighting forces by not fully 
and completely providing military hospitalization and military medical treat- 
ment for them and their family dependents. To me, that is the moral, the 
patrioic, and the economic question involved in this matter, and on that ques- 
tion I pray your conscientious judgment and recommendation of funds to keep 
Murphy Army Hospital and other military hospitals open and operating, at 
least until the prospects of peace are less gloomy, foreboding, and threaten- 
ing than they admittedly are today. 

In summary may I emphasize that Murphy Army General Hospital in Wal- 
tham, Mass., is designed to serve the whole New England area. It is admit- 
tedly ideally accessible by train, plane, and automobile. The New England area 
is among the very highest, if not the highest, potential military recruitment sec- 
tions of the country in time of peace and in time of war. Lying adjacent to the 
city of Boston, Mass., it is advantageously located, for consultation services, 
next to one of the greatest and most renowned medical centers of the world. 
The expansion of military bases at Limestone, Maine, at Otis and Bedford 
Airfields, with accompanying military housing construction at these and other 
military units is constantly bringing an ever-increasing military population to 
our area, thus projecting an ever-higher potential of military medical require- 
ments and needs for the service people and their dependents. 

The President himself has expressed his concern over the vital necessity of 
improving military career incentives to prevent the large military turnover 
involving staggering training costs for short service enlistments. The Secretary 
of Defense himself has declared medical care for dependents is one of the strong- 
est inducements for servicemen to continue in a military career. Yet, in spite 
of and in the face of these pronouncements by the two highest cfficials of na- 
tional defense, certain of the Department officials appear to be unwittingly deter- 
mined to disastrously weaken the currently declining incentives to pursue 
a military career by further elimination and deprivation of the New England 
section of the country of the full opportunity of hospitalization and medical 
treatment to military dependents. 
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Mr. Chairman and members of the committee, this great Nation has granted, 
in Christian generosity, untold billions of needed financial aid to desperate people 
in foreign lands and as a Christian country we can be modestly proud of such 
action. In reasonable amount, it is, at the very least, a gamble on the side of 
God and peace. However, our own American willing and patriotic taxpayers 
have a prior and predominant claim on the resources of this Government, and I 
think that they are more and more beginning to feel that this Congress should 
evidence more concern about their welfare. Investments in foreign lands to 
promote world freedom and national security may well be wise financial actions, 
but I believe the American taxpayers desire us to extend a comparable con- 
sideration to them and a calculated investment return to them of their own 
money. On all the facts that I know of this hospital situation, which remain 
contradicted, I am impelled to believe that a moderate investment here at home 
to protect against chance by trying to provide adequate military medical services 
to those entitled to them and thus insuring a higher military morale and greater 
military career incentive is a wise and sound investment. 

I am confident that this committee will fully explore this problem and give 
this matter the same conscientious and patroitic attention they did last year 
when you approved the funds for the continuing operation of the Murphy Army 
General Hospital. 

I thank the committee for your courtesy. 


CHRONOMETERS, CLocKs, AND WaATcHEs Repair Facinities, PuGet 
Sounp NAvAL SHIPYARD 


Mr. Manon. There will be inserted at this point in the hearing the 
statement of our colleague, Mr. Don Magnuson, of Washington, re- 
garding repair works on chronometers, clocks, and watches at the 
Puged Sound Naval Shipyard. 

(The statement follows :) 


STATEMENT OF CONGRESSMAN DON MAGNUSON ON A PROPOSAL BY THE DEPARTMENT 
OF THE NAvy To Curraln REPAIR WoRK ACCOMPLISHED ON CHRONOMETERS, 
CLOCKS AND WATCHES AT THE PUGET SOUND NAVAL SHIPYARD 


Mr. Chairman, I appreciate this opportunity to bring out a few facts in opposi- 
tion to the proposal by the Department of the Navy to curtail repair work being 
done at the Puget Sound Naval Shipyard on chronometers, clocks, and watches. 
The same proposal is being made for the Norfolk Shipyard, the only other yard 
now doing this work. 

A survey made by the Department on the west coast showed that only one firm, 
Northwest Instrument Co., was interested in a contract for this work, and this 
company was not fully equipped to handle the assignment. Turning these re- 
pairs over to private contractors would mean the loss of the considerable amount 
of special equipment and facilities acquired over the years by the Navy Depart- 
ment for this type of work. It is my understanding that only one firm, the 
Hamilton Watch Co., of Lancaster, Pa., is equipped to make these repairs and 
even this company cannot handle certain types of chronometers used by the 
Navy, chronometers making up some 75 percent of these types of repairs. 

This specialized work requires rooms equipped with temperature and humidity 
controls and special air conditioning to keep out dust, and it takes 6 weeks of 
observation of a repaired chronometer before it is ready for reissue. Although 
it is true that these devices are shipped from ships and Navy yards for repair, 
shipment should be held to a minimum to protect the delicate mechanisms. Mr. 
Chairman, I feel that the Navy proposal should be denied by the committee. 
Thank you. 


Mr. Manon. The committee will stand adjourned. 


ImporTaNtT Programs To Improve Errictency ann Economy 


(The following information was requested by Mr. rane 
in connection with the hearing on Procurement Policies and Practices 
but was not received in time to be included in that volume.) 
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DEPARTMENT OF DEFENSE, OFFICE OF THE ASSISTANT SECRETARY OF DEFENSE 
(SUPPLY ANp LOGISTICS) 


IMPORTANT PROGRAMS To IMPROVE EFFICIENCY AND EconoMyY 


INTRODUCTION 


This responds to Congressman Wigglesworth’s request for a summary of the 
steps which have been taken to date by the Office of the Secretary of Defense 
and the military departments during Secretary Wilson’s tenure serving to 
improve procurement methods and techniques, (Reference: p. 186, transcript 
of hearings before the House Subcommittee on Appropriations, Department. of 
Defense Appropriations for fiscal year 1957, Procurement Policies and Practices 
of the Department of Defense.) 


PROCUREMENT METHODS AND TECHNIQUE 


Since early 1953, considerable progress has been made toward increasing and 
improving management leadership of the procurement process. Concentrated 
attention has been given to the systemization of procurement regulations at all 
echelons. Continuing effects have been made to include all procurement regu- 
latory material in the Armed Services Procurement Regulation. Specific regu- 
lations of major interest included the return to virtual peacetime methods of 
purchasing in accordance with the Armed Services Procurement Act. Progress 
was made in the streamlining of termination procedures. Major revisions were 
made in patent policies, coordinated procurement, interdepartmental procure- 
ment, and regulations concerning the inspection and acceptance of material. 
The attainment of uniformity was a prime objective, resulting in the publication 
of many uniform contract clauses and Department of Defense wide forms for 
various facets of the procurement process. In particular the simplification of 
small purchases procedures, which affect almost 95 percent of all procurement 
actions resulted in considerable savings in administrative expenses. An accel- 
erated program of compliance and effectiveness field surveys was initiated and 
continued throughout the period. 

Another procurement program to which considerable emphasis has been given 
is the development of effective arrangements for the procurement by one 
department of materiel for all the military services. Under this program, mili- 
tary requirements for office furniture, office machines, and office supplies are 
heing purchased by the General Services Administration. Within the military, 
47 procurement assignments already in effect (many of which were established 
prior to 1953) were reviewed to determine their value. All but four were 
retained in view of anticipated and actual advantages to the Department of 
Defense. Attention also has been focused on securing procedures which result 
in effective coordinated military procurement. These improved procedures have 
been put into effect in all but three commodity areas. In addition, steps have 
been taken to place the performance of the military departments under con- 
tinuing observation, in order to correct inefficient and uneconomical coordinated 
proeurement practices, 


SUPPLY PROGRAMS WITHIN THE BROAD FIELD OF PROCUREMENT 


Unified cataloging system.—The program to identify identical items in the mili- 
tary catalogs with a single name and number has been accelerated to the point 
that we were able to begin conversion to the Federal catalog system in many 
commodity areas in 1955. Conversion of areas where the identification process 
has been completed is being carried on concurrently with the identification pro- 
gram in other areas. Basic identification is scheduled for completion in 1956 
and conversion to the Federal catalog system throughout all elements of the 
military supply system is scheduled for completion in 1958. 

Standardization of military items.—The standardization program has been 
completely reoriented, to obtain improvement in supply management, as well as 
engineering feasibility. Great reductions in the number of types, kinds, and sizes 
of items are being realized through standardization, with resulting economy and 
speeding up of supply operations. Preservation, packaging, and marking of 
items has been made uniform for three levels of service requirements, depending 
on destination and storage. 

Standard basis for requirements and budgets.—In 1954 we established for the 
first time a uniform system for requirements calculation and review, ‘so that 
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mobilization reserves, current buying programs, and mobilization production can 
be planned on the basis of a systematic and integrated analysis of all factors of 
both mobilization and peacetime requirements and supply, for all three depart- 
ments. The system is now applied to major items of equipment that do not 
require unique planning procedures, and we are extending the system also to 
many soft goods and common-use items. 

Coordinated production scheduling.—A coordinated production scheduling sys- 
tem was established in 1954, through which schedules and production records 
are uniformly developed for OSD review of about 500 major items (such as 
planes, ships, tanks, guided missiles). Schedules are submitted and intensively 
reviewed twice yearly and reports of deliveries against schedules are submitted 
monthly. This provides the basis for control of production to insure deliveries 
of major items as needed, and for identifying problem areas. 

Excessive length of lead time in procurement of some major items was reduced 
as a result of this system. Substantial economies in procurement can be realized 
through such work. 

Modern inspection methods.—We have reorganized the inspection and quality 
control program to emphasize prevention of defective products rather than mere 
detection. We have eliminated duplication of inspection by instituting single 
service inspection in industrial plants. Conservation and attainment of proper 
standards of quality of items while in service use has been emphasized. 

Supply management based on facts.—We have established a realistic inventory 
management program to base inventories on actual rates of peacetime consump- 
tion and mobilization reserve requirements. Each item of materiel used within 
a service is heing put under the management control of one supply-demand con- 
trol point. Working stocks are being reduced to an efficient minimum and cross- 
hauling and back-hauling of supplies are being reduced. An annual line-item 
inventory has been taken for the first time, as a factual basis for programing. 

Financial property accounting has been made standard procedure within the 
supply systems of all military departments. It has been used successfully in one 
of the denartments for many years, and in 1953 we began to develop it in the 
other military departments. Today, it is the method of accounting for all but a 
number of small, special activities. Operations and inventories are uniformly 
exrressed in dollar terms, permitting analysis of supply operations in terms of 
kinds, costs, and performance. 

Uniform warehouse space and workload reports have been established to 
improve the flow of management information and provide better control. Opnti- 
mum cross-servicing in the use of storage and warehousing facilities is being 
accomplished through better warehouse management practices and proper coor- 
dination among the departments. 

Clearing the system of excess property.—Requirements and inventory manage- 
ment based on knowledge of the facts have speeded the identification of excess 
property that has been clogging the supply system and running up costs. Ener- 
getic and well-planned disposal programs have speeded the disposal of excessive 
stocks without disrupting commercial markets. 

Using military resources for military jobs.—Through the years the military 
departments have established many tynes of activities that use military funds 
and resources for jobs which, in the public interest, would be better assigned to 
private enterprise. We are examining each and every military activity engaged 
in commercial or industrial tynes of work to determine whether there is a mili- 
tary necessity for it or whether the economy, the national defense, and the 
mobilization hase would be strengthened by having the work done hy business 
concerns, freeing military resources for military jobs. To date 462 activities 
have been reviewed, and 267 are closed or recommended for closing. 

Single manager system.—Under a single manager commodity assignment the 
Secretary of one military department is made responsible for the performance 
of all supply management functions related to a specified commodity for all 
military services. This assignment encompasses the entire supply field, from 
research and development through issue or disposal, including cataloging, 
standard‘zation, requirements determination, procurement, production inspec- 
tion, storage, distribution, transportation, and maintenance. The Secretary of 
the Army has been designated the single manager for all subsistence supplies, 
and we are now extending this method to many other commodity areas includ- 
ing clothing and equipage, medical and dental supplies, petroleum, and others. 
The single manager system is designed to eliminate duplications and overlapping 
in the assigned commodity areas. 
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The evolution of the single manager system has been progressive. It is the 
result of study of several existing joint service operations, and avails itself of 
the lessons learned from these. A joint service operation permits no single 
ownership of stocks, but requires very costly equity accounts te show what 
belongs to each service. A joint agency is largely a service organization, able 
to provide for certain functional tasks such as procurement and contract admin- 
istration, but it can perform only at the call of the stock owner, and cannot 
provide single direction since there is no single head. This is not the case 
in the single manager plan. There is only one wholesale stoek, effectively 
positioned, centrally controlled, yet designed for the total Defense Department 
requirement, with the single manager reporting only to the Secretary of Defense. 


PROGRAMS IN SUPPORT OF PROCUREMENT 


Safer and speedier transportation at lower costs.—We began an intensive 
program for improvement of motor vehicle management in 1953. We have 
reduced the number of vehicles by greater utilization and better maintenance 
policies also have contributed to lower costs. In transportation management 
we have increased economy by working closely with industry on methods to 
increase the safety and speed of transportation of materiel and personnel. 
We have now established close coordination between transportation elements 
and the agencies responsible for control, supply, and positioning of materiel. 
We are giving close attention to the continuing economy tasks of obtaining 
equitable rates from commercial carriers, greater use of air and rail charters, 
and timely traffic management changes. 

Mobilization planning.—We have reoriented our program for mobilization pro- 
duction planning with industry to make sure that the items that are most 
important and hardest to make are provided for first. Current procurement is 
being integrated with our mobilization plans with industry to broaden the 
mobilization base. 

A complete inventory of all military owned machine tools was started for the 
first time in 1953. The inventory produces information on the physical condi- 
tion and location of machine tools, and other data needed to properly assign 
and use the tools, where they may be most needed, in peacetime and in 
mobilization. 

Priorities system readiness.—We have completed and are keeping up to date 
an Emergency Priorities and Allocation Manual to insure readiness througout 
the Department of Defense for quick conversion to an orderly systein for carry- 
ing out national priority controls in a mobilization if necessary. 

Small business.—We have issued new policy and established new action pro- 
grams to insure that small-business firms are given an equitable opportunity 
to compete for military prime contract awards. Inasmuch as small business 
is able to make a greater contribution to defense through subcontracting, we 
started a program in 1955 which enlists the active efforts of prime contractors 
who make large and expensive equipment to place as much of their subcontract 
work as possible with small-business firms. 


CONCLUSION 


All of the above programs are among those generated at the level of the Office 
of the Secretary of Defense to provide guidance and policy direction to the 
military departments. It must be recognized that in such complex fields as 
supply and logistics, improvements and refinements are a continuing process 
rather than a single one-time, dramatic effort. Existing programs and policies 
are under constant review seeking to develop increasing efficiencies and 
economies. 

Examples of military departmental actions to implement current programs, 
and other departmental actions to improve procurement methods and techniques 
in the supply management field, are presented in the accompanying Army, Navy, 
and Air Force statements. 





Masor ARMY Logistics PROGRAMS TO ErFecT MAXIMUM ECONOMY’ AND EFFICIENCY 


1. Progress in supply management.—The Army has made further progress 
in its several programs to improve supply management. One of the major 
objectives in this area is to reduce depot and station stock, other than authorized 
reserves, to the minimum required to support the troops. We are doing this by: 
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Disposing of materiel for which the Army has no foreseeable need; by “living 
off the shelf” by using up without replacement, supplies above the level it is 
essential to keep on hand; cutting down on the number of different items in 
use; shipping direct from vendor to user where feasible; installing better 
methods of control over inventories and distribution of supplies in the field. 

2. Living off the shelf—The most economical way for the Army to dispose 
of serviceable excess stocks is to consume them itself without replenishment, 
that is, by “living off the shelf.” 

3. Bypassing the depots——One of the best ways to keep depot inventories at 
minimum levels is to keep as many items as possible out of them altogether. To 
this end, the Army continues to emphasize direct deliveries from vendor to 
user and the use of open-end and call-type contracts. 

4. Elimination of nonessential items.—The Army’s program to improve supply 
management does not end with the depot, but extends through all levels of 
supply to the individual troop units in the field. The Army has found that 
the most productive way to cut its investment in inventories is to reduce the 
number of items in the supply system. Four years ago, there were over 1,500,000 
individual line items in the Army supply system. Despite the introduction of 
many new items of Army equipment in the intervening period, this number 
was reduced to about 950,000 as of January 1, 1956. This year we are reducing 
at a rate of 50,000 items per year. Our goal is to get down to between 700,000 
and 800,000 items, and to stay there by dropping old items as new ones are 
added. 

5. Better methods of control—The Army’s knowledge and control of inven- 
tories has continued to improve as a result of extension of stock funds and 
financial inventory accounting and increased accuracy of dollar accounting and 
reporting. Peacetime supply economies—important as they are—cannot be 
the sole objective of Army supply management. The Army must also be prepared 
to cope with the complex problems of supplying dispersed and highly mobile 
combat units under the threat of actuality of nuclear warfare. This is the 
major purpose of a new project the Army has undertaken to devise a modern 
Army supply system (Project MASS). This project incorporates three major 
elements : 

(a) Army field stock control. 
(b) High-speed communications and data processing systems. 
(c) Rapid movement of supplies. 

6. Maintenance and repair parts management.—The survival of Army troops 
on tomorrow’s battlefield may depend in large measure upon our ability to main- 
tain the equipment of dispersed and mobile units. This will require a streamlined 
system of repair parts resupply; reductions in the great number of different re- 
pair parts that confused and complicated equipment maintenance in World War 
II and in Korea; and increased maintenance capabilities at all echelons of com- 
mand. The Army is attacking the problem of repair parts at its source—before 
new equipment enters the system. Maintenance engineers participate in develop- 
ment of equipment to insure that repair parts needs are held to a minimum. 

7. Joint action with other services.—In addition to the improvements in sup- 
ply management that the Army has undertaken on its own initiative, the Army 
participates in joint programs with the Air Force and the Navy under the super- 
vision of the Office of the Secretary. The single-manager system for subsis- 
tence as well as the extension of the single-manager concept to medical and other 
categories are examples. 

8. Training of logistics managers.—An Army supply management course began 
operation at Fort Lee, Va., on October 11, 1954, under the supervision of the 
Deputy Chief of Staff for Logistics. As of December 16, 1955, 185 officers and 
142 civilians had completed the 12-week training course. Its purpose is to give 
career officers and civilians practical instructions in Army supply problems and 
methods of solving them. This was a need which neither existing service schools 
nor Civilian institutions have satisfactorily fulfilled. The Army plan to have its 
4,000 senior supply managers—both civilian and military—complete this training. 
A procurement school, also at Fort Lee, has been in operation since 1950. More 
than 1,400 officers and civilian employees have completed the courses of instruc- 
tion offered at this school. The Army is currently investigating the feasibility of 
establishing a logistics center at which five courses would be taught: The supply 
management course; the procurement Management course; a requirements man- 
agement course; a course in storage and distribution management; and a course 
in maintenance management. 
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STATEMENT OF MEASURES TAKEN BY THE NAVY To IMPROVE PROCUREMENT 
METHODS AND TECHNIQUES 


Procurement methods and techniques provide contracting officers with the tools 
to make the best possible contracts considering price, performance and national 
objectives. To make good contracts requires training and experience as well as 
mature judgment by procurement personnel in the execution of procurement laws, 
directives and instructions. 

Directives.—We provided our procurement personnel with a completely revised 
set of Navy procurement directives in the fall of 1955. This revision reduced, 
through consolidation and editing, the number of pages from about 900 to 500 
without reducing the quality of guidance furnished. 

Training.—To provide necessary training to contracting personnel, we have 
conducted contract negotiation training for 200 people in early 1953. In early 
1954 a contract termination course for 270 people was conducted. At present we 
are sponsoring a course in contract administration for 400 key personnel. These 
courses not only afford gradute level training, but result in the development of 
handbooks that are everyday working tools for all procurement personnel. 

Procurement review.—The procurement review group was established in the 
fall of 1955 to continually review, analyze, and evaluate our efforts and to recom- 
mend improvements. 

Letter contracts.—Since 1953 the number of letter contracts awaiting conver- 
sion to fixed-price contracts has been reduced from 1,150 to 61 at present. 

Redeterminable contracts—Redeterminable and incentive type contracts have 
been reduced from 1,200 to 564, 

The above two improvements make possible better cost control and repricing 
on a timely basis. { 

Negotiation restrictions—In May 1954 the Navy tightened the rules for the 
use of negotiated procurement and in January 1956 practically eliminated the 
use of emergency authority to negotiate. This action insures the use of realistic 
justifications in all negotiated contracts. 

Contract-termination settlements.—Unsettled contract-termination backlog 
has been reduced in 1955 by $575 million from its all-time peak of $2,578 million. 
Existing regulations, particularly in regard to screening and disposal of termi- 
naion inventory, were clarified and revised to expedite terminations. 

Financing of defense contracts.—A greater share of the financing of defense 
contracts has been placed in private hands and reduced the Government’s burden 
in such financing through the insertion of more stringent clauses in new contracts. 

Small business.—To accomplish full coordination of effort in considering and 
resolving problems primarily affecting small-business concerns, the Navy has 
had in operation since March 10, 1955, a Council of Small Business Advisers 
consisting of the Chief of the Office of Small Business in the Office of Naval 
Material and the senior small-business specialists in our major procuring activi- 
ties. This Council is responsible for developing new and improved policies for 
increasiny; smull-business participation in Navy procurement. 

Summary.— Improvements in a field as complex as military procurement are 
a continual and progressive process rather than sudden or dramatic. The Navy 
now has the mechanism to continue to improve the effectiveness of its procure- 
ment, and I believe that our methods and techniques will continue to improve. 


STEPS TAKEN BY THE DEPARTMENT OF THE AIR Force To IMPROVE MANAGEMENT 
IN THE LOGISTICS AREA 


Consolidation of procurement regulations.—All Air Force procurement regula- 
tions have been consolidated in 1 book, and all procurement instructions on 1 
subject may be found gathered compactly in 1 place. The new Air Force Pro- 
curement Instruction, besides reducing a 4-foot stack of regulations to less than 
4 inches, eliniinates duplications and inconsistencies which evolve from a system 
of regulatious emanating from a multitude of different sources. This con- 
solidation has been one of the most important procurement-management projects, 
and efforts te refine and improve the instructions are continuing. 

Small business.—In fiscal year 1954 small-business concerns submitted the 
lowest acceptable quotations on 76 percent dollarwise of procurements suitable 
for small business, as compared with 75 percent in fiscal year 1953 and 55 per- 
cent in fiscal year 1952. Better procedures for providing small-business con- 
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cerns with adequate and timely information on proposed procurements contrib- 
uted in large measure to this improved situation. Contracting officers also have 
been authorized to set aside certain procurements for exclusive participation 
by small business. In the field of subcontracting, holding by far the greatest 
opportunities for small business, the Air Force has secured the cooperation of 
200 of its largest prime contractors in voluntarily establishing a defense subcon- 
tracting small-business program to assure an equitable opportunity for small- 
business concerns to provide items or services which fall within their capabilities. 

Prenegotiation conferences.—The adoption of prenegotiation conferences has 
made a major improvement in contract negotiation. In these conferences the 
buying team presents the negotiation objective and the procurement plan to the 
Director of Procurement and Production at the Air Materiel Command. The 
buying team comprises the buyer, price analyst, administrative contracting 
officer, auditor, engineer, production specialist, and others as necessary. The 
purpose is to have the negotiator define his objective and be sure that he has all 
the facts relating to the negotiation. The discussions which take place in pre- 
negotiation meetings provide information to Air Force management both as to 
the quality of the procurement job and the competence of the negotiators. A 
major contribution of prenegotiation conferences has been the confidence fur- 
nished a buying team where a firm pricing objective has been justified and 
established with the complete understanding and backing of the Director and 
other top people in procurement Management. 

Depot maintenance management.—Since April of 1953 the Air Force, with the 
assistance of consultants, has been developing and testing an improved system 
for aircraft maintenance activities at Sacramento air materiel area. The system 
as finally developed and put into effect in the depots includes work measurement, 
payroll distribution, earned-hour reports, production control, and standard cost 
accounting. The new system will provide factual, reliable, and timely informa- 
tion to all levels as a basis for sound and intelligent management in the main- 
tenance area. With the successful installation of the system in the depots, a 
project has been started to apply the techniques to field and organizational 
maintenance wherever they are pertinent. The study, which is being made by 
an Air Force management engineering team, has just recently begun and the 
target date for completion is June of 1957. 

Property disposal.—In 1953 the Air Force developed and issued a new set of 
retention criteria which were based upon aircraft programed life plus mobiliza- 
tion reserves. For the first time in the history of the Air Force, this policy 
made it possible to put the disposal program on a par with requirements com- 
putation and budgeting and buying programs. The retention criteria, complete 
with established retirement dates on all types of aircraft, have now been trans- 
lated into an operating program to assure continuous removal of excesses from 
the supply system. 

Mechanization of supply activities —Replacement of manual operations with 
machines in supply activities has resulted in reduced personnel requirements to 
perform supply recording and reporting functions. In addition to manpower 
economies, the ability of machines to rapidly and accurately compile information 
has permitted better and quicker review and adjustment of stock levels, dis- 
covery of surplus supplies needed elsewhere in the Air Force, and the refinement. 
of USAF inventories. 

Electronic data processing.—The Air Force is developing a more responsive 
and economical logistics management system through use of electronic equipment 
for computing requirements and transmitting supply data. This equipment also 
opens up the possibility of centrally maintaining complete and up-to-date infor- 
mation on the status of stocks at bases and depots. Completion and installation 
of electronic systems will speed up supply transactions and increase the level 
of accuracy both in requirements computations and in inventory accounting. 

High value item control.—A relatively small number of the items in the Air 
Force inventory represent the largest proportion of the inventory dollarwise. 
Conversely, the majority of items represent the lowest dollar investment. Ac- 
cordingly, all items in the inventory have been identified in 1 of 3 categories 
to permit more effective inventory management. Items having a high unit 
value are placed in category I. They are inventoried more frequently than 
other items and their movement through the supply system is accelerated by 
the use of premium communications and transportation. Aircraft engines are 
handled separately and are accounted for by serial number. Category II repre- 
sents the second largest proportion of the inventory and is subjected to less 
detailed but still adequate control. Category ITI comprises low-cost items. 
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By increasing stock levels on these items and decreasing the frequency of 
resupply, it has been possible to reduce administrative costs and packing, crating, 
handling, and transportation expense. 

Monetary inventory accounting.—Dollar accounting and reporting of inventory 
has been established at depots and bases worldwide, and is being used exten- 
sively as an inventory management tool. Consolidated dollar data permits the 
timely analysis of serviceable and reparable inventory trends, stock levels, 
materiel losses, and disposal actions. 

Movement of POL.—The Air Force has undertaken a comprehensive analysis 
of the petroleum transportation system in the United States. The analysis 
covers every Air Force base and includes the present system of petroleum 
delivery, base receiving and storage, source of product, and intransit terminals. 
The efficiency and economy of pipeline delivery for volume petroleum are 
apparent. Pipeline delivery at 2 bases has resulted in a reduction of transpor- 
tation costs of about $500,000 annually. Negotiations are underway to deter- 
mine the feasibility of pipeline service to 30 other bases. A proposal has been 
submitted to provide this service to four bases. Preliminary examination of 
this proposal indicates that an annual transportation economy of over $1.5 
million may be realized by pipeline service to these four bases. 
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